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Executive  Summary 

This  report  is  the  result  of  our  performance  audit  of  the 
Medicaid  long-term  care  program  administered  by  the  Department  of 
Social  and  Rehabilitation  Services  (SRS).  The  objectives  of  this 
audit   were   to  determine  if: 

1  .  reimbursement  rate  setting  procedures  and  related  stan- 
dards/rules are  reasonable,  and  supported  by  documen- 
tation; 

2.  Medicaid  long-term  care  providers  are  reimbursed  at  the 
amounts  established  by  the  department  and  if  reimburse- 
ment  is   timely; 

3.  procerJures  are  in  place,  and  are  functioning  as  de- 
scribed to  ensure  long-term  care  Medicaid  recipients  are 
receiving   adequate   care;    and 

'I.  the  long-term  rare  program  and  the  Medicaid  Bureau 
(responsible  for  administering  the  program)  are  being 
administered    in   an   efficient  and  effective  manner. 

Background 

In  December  1985  there  were  99  licensed  long-term  care 
facilities  in  Montana  receiving  Medicaid  funds.  Ninety-six  facilities 
are  nursing  homes,  including  the  Center  for  the  Aged  and  Montana 
State  Hospital  (Galen  and  Warm  Springs  are  considered  two  facil- 
ities). The  Montana  Developmental  Center  at  Boulder,  Eastmont 
Human  Services  Center,  and  Happy  Acres  -  Ronan,  receive  Medicaid 
funds  as  intermediate  care  facilities  for  mentally  retarded  indi- 
viduals.     Thirty-throe   of    the   99    facilities   .ire   attacherJ   to   hospitals. 

Lon(]-term  care  provi(Jers  are  reiml^ursed  according  to  an 
established  per  diem  r.ite.  Medicaid  expenditures  for  long-term 
care    facilities   wore   approximately    $50   million    in    fiscal    year    1984-85. 
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These    expenditures    account     for    approximately     51    percent    of    the 
total   Medicaid   benefit  expenditures   in   that   tine   period. 

The  specific  areas  we  audited  and  our  conclusions  or  rec- 
ommendations are  described   in   the   following   sections. 

Patient  Assessment  System 

The  patient  assessment  system  is  a  computerized  system  used 
to  aide  long-term  care  providers  in  their  care  for  patients  and  to 
provide  SRS  with  information  to  ensure  facilities  are  fairly  com- 
pensated for  necessary  expenses  dependent  on  the  amount  of  care 
required  by  the  patient.  The  patient  identification  nuiribcrs  on  the 
system  should  match  the  patient's  Medicaid  number  on  the  Montana 
Income  Maintenance  System  (MIMS).  In  testing  the  system  we 
found  approximately  13  percent  of  the  patient  record  numbers  on 
the  patient  assessment  system  are  not  on  MIMS.  A  periodic  com- 
puter match  between  the  two  systems,  with  the  long-term  care 
facilities  correcting  any  errors,  would  rectify  the  situation  (Rec- 
ommendation #1,  page  191.  This  would  assure  SRS  all  people  on 
the  patient  assessment  system  are  Medicaid  eligible. 

The  information  input  to  the  system  is  verified  on  a  sample 
basis  by  the  Montana-Wyoming  Foundation  for  Medical  Care  (Founda- 
tion). The  department  calculates  a  facility  patient  assessment 
score  using  the  results  of  the  Foundation  review.  This  score 
could  potentially  be  used  in  the  formula  to  calculate  the  facility's 
annual  reimbursement  rate.  We  found  the  department  has  not  been 
evaluating  the  results  of  the  sample  using  the  initial  criteria 
established  to  pull  the  sample.  Therefore,  the  department  is  not 
always  as  confident  in  its  results  as  indicated  by  the  initial  crite- 
ria. In  addition,  the  department  adjusts  the  results  of  the  sample. 
This  adjustment  is  not  statistically  associated  with  the  evaluation 
technique  established  under  the  sampling  plan.  We  recommend  the 
department  change  its  procedures  to  evaluate  the  sample  results 
using  initial  criteria,  and  eliminate  the  adjustment  procedure 
(Recommendation   #2,    page  22). 
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Intermediate  care  facilities  for  the  mentally  retarded 
(ICF/MRs)  are  reimbursed  under  a  different  system  than  other 
nursing  homes.  This  reimbursement  system  does  not  use  informa- 
tion from  the  patient  assessment  system.  Since  the  information  is 
not  used,  we  recommend  SRS  not  require  ICF/MRs  to  submit 
patient  assessment  information  for  the  computer  system  (Recommen- 
dation ff3,  page  2'0 .  This  would  save  the  state  approximately 
''i^^yoo  each   year,    and    free   up   staff  for  other  duties. 

Upon  the  death  of  a  resident,  long-term  care  facilities  are  to 
submit  information  indicating  the  death.  This  ensures  facilities  do 
not  receive  management  minutes  for  people  after  their  deaths.  Our 
testing  indicates  facilities  are  submitting  information  in  a  timely 
manner  and  facilities  are  not  recording  management  minutes  after 
resident  deaths    (conclusion   on   page  241. 

Monthly  staffing  reports  are  used  by  SRS  to  determine  whether 
facilities  have  the  appropriate  number  of  staff  working  each  month 
to  provide  the  care  indicated  on  the  patient  assessment  system. 
Through  actual  observation  and  testing  at  the  facilities  we  found 
the  information  on  the  reports  to  be  accurate  (conclusion  on 
pnrjo   26)  . 

Nursing    Home   Reimbursement   System 

Nursing  home  providers  are  reimbursed  according  to  an 
established  per  diem  rate.  Each  nursing  home  has  a  rate  estab- 
lished at  the  beginning  of  the  state's  fiscal  year.  (The  per  diem 
rate  is  composed  of  an  operating  rate  and  property  rate.)  The 
rate  is  calculated  using  a  formula  which  considers  such  wide 
ranging  factors  as  required  patient  care,  inflation,  and  wages  in 
the  geographic   location   of  the  nursing   home. 

Several  of  the  components  in  the  operating  rate  formula 
contain  factors  which  were  created  by  the  department.  They 
include  the  area  wage  adjustment,  the  patient  day  cost  parameter, 
fixed  cost  parameter,  and  patient  care  adjustment.  We  could  not 
analyze    the    reasonableness    or    initial    accuracy    of   these   components 
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because  the  Medicaid  Bureau  does  not  have  any  formal  documenta- 
tion of  how  the  components  in  the  operating  rate  formula  were 
initially  arrived  at  and/or  created.  Also,  an  analysis  of  two  of  the 
components  showed  us  the  numbers  may  no  longer  be  representative 
base  figures  for  calculating  the  correct  adjustment.  The  lack  of 
documentation  and  changes  in  some  components  resulted  in  our 
recommending  all  components  in  the  formula  be  rebased  and  recal- 
culated for  future  use,  and  adequate  docimientation  be  established 
(Recommendation   #1,    page   37). 

Our  analysis  of  the  property  rate  formula  determined  the 
initial  formula  and  utilization  of  its  components  are  adeqLiato  in 
terms  of  documentation   and   accuracy    (conclusion  on   page  371. 

Cost  Report   Information 

During  the  audit  we  examined  the  bureau's  review  and  use  of 
long-term  care  facility  cost  reports.  We  reviewed  the  department's 
use  of  an  independent  accounting  firm  to  confirm  information  on 
specific  cost  reports,  and  the  timeliness  of  cost  reports  siibriitted 
by   the   Department  of   Institutions. 

Our  reviev/  showed  the  system  is  operating  adequately. 
Although  cost  reports  are  no  longer  needed  to  determine 
reimbursement  to  facilities,  the  reports  are  supplying  the  bureau 
with  management  information  useful  in  monitoring  costs  in 
long-term  care  facilities  (conclusion  on  page  39).  Information 
gathered  by  the  independent  accounting  firm  is  reviewed  by  SRS 
and  findings  are  submitted  to  the  audited  facilities  to  allow  them  to 
correct  any  noted  deficiencies  (conclusion  on  page  40).  No 
problems  were  found  concerning  timeliness  of  the  Department  of 
Institutions  submitting  cost  reports  to  SRS  and  monthly  claims  to 
the  claims  processing   firm   (conclusion  on   page  41). 

Claims   Processing 

Medicaid  claims  are  processed  for  payment  by  a  contracted 
claims  processing  firm.  We  reviewed  controls  over  information  and 
the   relations  the  firm  has  with  health  care  providers. 
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We  noted  no  significant  general  data  processing  control  prob- 
lems which  would  compromise  the  integrity  of  the  Medicaid  claims 
processing  system.  A  review  of  input  showed:  1)  services  are 
only  paid  for  Medic.iid  eligible  recipients  (conclusion  on  page  43); 
2)  providers  arc  properly  approved  prior  to  payment  (conclusion 
on  paqc  43);  3)  reimbursement  rates  are  correct  (conclusion  on 
page  44);  and  4)  information  is  correctly  input  (conclusion  on 
page   45) , 

Four  areas  of  data  processing  were  reviev;ed.  We  found 
payments  are  calculated  correctly  and  the  amounts  coiild  be  traced 
to  the  warrants  (conclusion  on  page  45).  We  reviewed  whether 
two  long-term  care  facilities  could  bill  for  the  same  person  on  the 
same  day.  We  found  this  problem  had  occurred,  but  it  has  since 
been  resolved  by  the  department  (conclusion  on  page  46).  We  also 
found  a  computer  edit  was  not  in  place  for  four  months,  and  for 
another  four  months  the  edit  was  not  functioning  correctly. 
Claims  processing  personnel  did  not  realize  an  existing  medical 
procedure  had  been  improperly  excluded  for  payment  purposes  and 
department  personnel  did  not  do  a  thorough  review  of  the  edit  to 
erisure  it  was  functioning  properly.  As  a  result,  we  recommend 
tlie  department  review  edits  in  the  claims  processing  computer 
system  to  ensure  all  edits  are  functioning  properly  and  all  proce- 
dures/services are   included    (Recommendation   #5,    page  47), 

We  wanted  to  review  two  management  reports  for  accuracy  and 
timeliness.  One  report  would  be  used  by  the  department  to  verify 
patient  day  information  on  cost  reports  and  the  other  would  be 
used  in  the  settlement  process  for  home  health  agencies.  At  the 
lime  of  our  audit  SRS  had  no!  yet  receiver]  Ihe  reports.  The 
reporls  are  still  b(!inq  developed  by  the  claims  processing  firm 
(conclusion   on    page   47). 

During  the  course  of  our  fieldwork  we  received  complaints 
from  providers  concerning  the  claims  processing  firm.  The  two 
most  frequent  complaints  we  receiver'  concerned  the  timeliness  of 
processing  claims  and  lack  of  information  indicating  why  claims  are 
rejected.      Our    review   showed    the   vast  majority   of  claims   that   have 
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been  accepted  for  microfilming  are  paid  i!i  aboi't  two  weci^s. 
Included  with  the  reimbursement  warrant  is  .1  statement  of  remit- 
tance detailing  v/hat  claims  were  paid;  what  claims  were  denietl  anci 
why  the  claims  were  denied;  and  claims  that  are  pending  payment 
(conclusion  on   page  48). 

SRS  receives  reports  detailing  the  reasons  claims  entered  into 
the  system  are  denied.  We  found  SRS  is  not  using  these  reports 
to  pinpoint  the  types  of  problems  that  are  occurring,  and  to 
identify  providers  having  recurring  problems.  The  department 
should  use  their  reports  to  identify  why  some  providers  are  mak- 
ing errors  in  claims  and  then  use  the  information  to  improve 
provider   relations    (Recommendation   #6,    page  51). 

Procedures   for   Ensuring   Quality   of  Care 

SRS  contracts  with  the  Montana-Wyoming  Foundation  for 
Medical  Care  to:  1)  screen  people  to  determine  whethei-  they 
should  go  into  a  long-term  care  facility  and  at  what  level  of  care: 
skilled,  intermediate,  or  personal;  2)  determine  whether  long-term 
care  Medicaid  residents  need  to  stay  in  the  facility  and  at  what 
level  of  care;  3)  review  a  sample  of  resident's  nursing  records  to 
determine  whether  information  sent  to  the  department  is  correct; 
and  4)  inspect  the  care  of  residents.  We  determined  criteria  for 
each   of  these  activities  and    reviewed   the   resulting   documentation. 

Preadmission  screenings  must  be  conducted  before  a  long-term 
care  provider  can  receive  Medicaid  reimbursement  for  care.  We 
sampled  a  number  of  patients  in  long-term  care  facilities  to  deter- 
mine whether  screenings  were  being  conducted.  We  could  not  find 
documentation  substantiating  some  screenings  but  this  concern  is 
addressed  by  the  Foundation  1985-86  contract  with  SRS  (conclusion 
on   page  54) . 

After  admission  to  a  long-term  care  facility,  a  Medicaid  recipi- 
ent must  be  reviewed  to  determine  if  current  care  needs  are  to  be 
continued  and  at  what  level.  We  found  that  some  reviews  are  not 
always  timieiy,  but  were  not  untimely  enough  to  have  any  adverse 
effect.      Vife    informed    Foundation    management    of    our    findings    and 
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they    indicated    they    would    stress   the   timing    of   the    reviews    to   the 
nurse  coordinators    (conclusion  on   page  55). 

Foundation  personnel  review  a  sample  of  forms  in  long-term 
care  facilities  to  determine  if  the  information  on  the  forms  is  sub- 
stantiated by  documentation  in  each  patient's  record.  The  reviewed 
forms  are  to  be  sent  to  the  department  by  a  specified  time.  We 
found  the  abstracts  are  submitted  to  the  department  in  a  timely 
manner  (conclusion  on  page  56).  Exit  conferences  are  to  be  held 
with  facility  personnel  after  the  Foundation  review.  We  found 
people  consider  the  exit  conferences  to  be  useful  (conclusion  on 
page  57).  We  also  found  a  quality  control  review  is  in  place  to 
ensure  the  abstracts  are  monitored  correctly  (conclusion  on 
page  58) . 

The  Department  of  Health  and  Environmental  Sciences  (DHES) 
reviews  facilities  to  ensure  they  are  in  compliance  with  federal 
regulations  and  state  statutes.  At  this  time  DHES  personnel  also 
review  a  sample  of  residents.  Foundation  personnel  inspect  every 
resident  in  long-term  care  facilities  to  ensure  they  are  receiving 
adequate  care.  These  reviews  are  different  than  Department  of 
Health  and  Environmental  Sciences'  surveys  so  there  is  no  duplica- 
tion of  effort  (conclusion  on  page  59).  We  found  all  patients  are 
revievs^ed  (conclusion  on  page  60)  ,  and  if  alternative  placement  is 
indicated,  follow-up  is  conducted  (conclusion  on  page  61).  Exit 
conferences  are  to  be  held  after  the  Foundation  inspections  so 
facility  personnel  are  made  aware  of  any  problems  found.  We 
noted  exit  conferences  are  not  always  documented  and  submitted 
per  guidelines  established  by  SRS.  We  recommend  the  department 
review  the  documentation  for  all  exit  conferences  to  ensure  it  is 
subiiiilted   and   acceptable    (Recommendation    #7,    page   62). 

Bureau  Management 

During  the  audit  we  examined  the  adequacy  of  management 
controls  to  assure  proper  direction  and  attainment  of  program 
goals.  We  found  a  lack  of  bureau  goals  and  objectives,  and  pol- 
icies   and    procedures.       We    recommend    the    bureau    establish    long 
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and  short-term  goals  and  objectives;  establish  formal  policies  and 
procedures  for  the  programs  it  operates;  and  periodically  measure 
bureau  performance  to  ensure  goals  and  objectives  are  mot  (Rec- 
ommendation  #8,    page  65). 

The  bureau  annually  enters  into  three  contracts:  one  with  an 
independent  accounting  firm  to  conduct  on-site  audits  of  specific 
long-term  care  facilities;  a  contract  with  Blue  Cross  of  Montana  to 
obtain  cost  information  pertaining  to  home  iiealth  agencies,  hos- 
pitals, and  nursing  homes  associated  with  hospitals;  and  a  contract 
with  the  Foundation  for  preadmission  screenings  and  utilization 
reviews  in  long-term  care  facilities.  We  found  the  contracts  with 
the  independent  accounting  firm  and  Blue  Cross  are  adequately 
monitored  to  ensure  work  is  completed  to  the  satisfaction  of  the 
bureau  and   submitted   in   established    Lime    frames. 

In  examining  the  monitoring  of  the  Foundation  contract  for 
long-term  care  utilization  review,  we  noted:  a)  items  specified  in 
the  contract  were  not  received  on  time  (continued  stay  reviev^s  and 
patient  abstract  monitors)  and  the  SRS  staff  person  handling  the 
contract  was  not  aware;  b)  one  contract  provision  was  not  being 
met  (documentation  of  exit  conferences);  and  c)  some  information 
submitted  by  the  Foundation  per  contract  provisions  was  not 
reviewed  (quality  control  review  results)  by  the  SPS  staff  person 
directly  responsible  for  the  contract.  Because  the  Foundation 
provides  several  important  services  to  SRS,  we  recommend  the 
bureau  actively  monitor  the  contract  with  the  Foundation  for 
utilization  reviews  of  long-term  care  facilities  (Recommendation  #9, 
page  67) . 

Medicaid  recipients  in  long-term  care  facilities  are  rc\'iewed  to 
determine  each  patient's  level  of  care  (skilled,  intermediate,  or 
personal)  and  whether  the  people  should  be  admitted  to,  or  remairi 
in,  the  facility.  We  found  there  are  no  guidelines  established  in  a 
manual  for  Foundation  personnel  to  use  that  defines  the  criteria  to 
be  used  to  determine  different  levels  of  care.  A  manual  would 
help  ensure  the  same  criteria  is  used  for  all  the  revievys.  We 
recommend    the    bureau    prioritize    staff    time    so    a    manual    defining 


criteria      for      level      of     care      is      developed      (Recommendation   #10, 
page  68) . 

V^e  also  examined  personnel  management  within  the  bureau. 
We  found  training  was  minimal  and  recommended  the  bureau  develop 
a  formal  plan  to  identify  employee  training  needs  and  provide 
necessary  training  (Recommendation  #11,  page  68).  Employee 
evaluations  and  reporting  responsibilities  were  also  reviewed  and 
no  problems  were  found  (conclusions  on  pages  69  and  70).  At  the 
time  we  reviewed  employee  functions  the  job  descriptions  outlined 
the  actual  functions  of  bureau  staff.  Since  then  functions  have 
changed  so  bureau  management  should  ensure  new  job  descriptions 
are  written  to  conform  with  changes  in  individual's  responsibilities 
(conclusion   on   page  69). 

Conclusion 

During  this  audit  we  focused  on  four  major  items.  We  re- 
viewed the  rate  setting  procedure  and  supporting  documentation, 
V\/e  found  components  of  the  rate  have  not  been  updated  since  the 
inception  of  the  rate  system  and  there  was  little  or  no  documenta- 
tion to  support  some  numbers.  A  review  of  reimbursement  proce- 
dures showed  Medicaid  long-term  care  providers  are  reimbursed  at 
the  amounts  established  by  the  department  and  the  majority  of 
reimbursement  are  timely.  Our  audit  found  procedures  are  in 
place,  and  functioning  as  described,  to  ensure  long-term  care 
Medicaid  recipients  are  receiving  adequate  care.  The  last  item 
focused  on  the  administration  of  the  program  and  we  believe  the 
program  could  be  more  actively  administered  and  monitored  in 
certain  areas. 
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CHAPTER    I 
INTRODUCTION 

A  performance  tiudit  of  the  Department  of  Social  and  Rehabil- 
itation Services'  (SRS)  administration  of  the  Medicaid  cost-based 
services  program  was  requested  by  the  Legislative  Audit  Committee 
after  a  preliminary  survey  of  the  Medicaid  program  was  presented 
to  the  Committee  in  1984.  Cost-based  services  include  long-term 
care,    hospital,    and   home   health   services. 

This  report  summarizes  the  result  of  our  performance  audit  of 
the  long-term  care  program  and  its  administration  by  the  Medicaid 
Bureau,  Economic  Assistance  Division.  We  did  not  audit  the 
hospital  program  since  SRS  had  decided  prior  to  our  audit  to  make 
a  major  change  in  the  method  of  reimbursement  for  hospitals.  Any 
recommendations  made  pertaining  to  the  old  system  of  reimburse- 
ment would  have  had  limited  use  to  SRS.  The  type  of  new  system, 
which  will  be  implemented  by  the  Summer  of  1986,  had  already 
been  selected  so  we  could  not  provide  input  to  a  feasibility  study. 
We  have  completed  an  audit  of  the  home  health  services  program 
and  our   results   were   presented   in  a   separate  audit   report. 

OBJECTIVES   OF  AUDIT 

The   four  main   objectives  of  this  audit   were: 

1.  To  determine  if  reimbursement  rate  setting  procedures 
and  related  standards/rules  are  reasonable,  and  sup- 
ported  by  documentation. 

2.  To  determine  if  Medicaid  long-term  care  providers  are 
reimbursed  at  the  amounts  established  by  the  department 
and   if  reimbursement   is   in   a   timely   manner. 

3.  To  determine  if  procedures  are  in  place,  and  are  func- 
tioning as  described  to  ensure  long-term  care  Medicaid 
recipients  are   receiving   adequate  care. 

4.  To  determine  if  the  long-term  care  program  and  the 
Medicaid  Bureau  are  being  administered  in  an  efficient 
and   effective  manner. 


In  iiddition,  this  report  is  itilonded  to  present  itilortricitioii  on 
how  the  Medicnid  program  is  managed  !>>'  SRS  and  iiow  the  program 
functions  in  Montana.  We  have  included  this  aspect  in  our  report 
because  of  the  many   parties  who  are  concerned  with  Medicaid. 

SCOPE  OF  AUDIT 

The  audit  was  conducted  in  accordance  with  generally  accepted 
governmental  performance  auditing  standards.  The  audit  did  not 
include  a  review  of  the  financial  status  of  the  department  which  is 
done  as  a   separate  audit. 

As  part  of  our  audit  work  we  reviewed  the  administrative 
procedures  used  by  the  Medicaid  Bureau.  We  exariined  bureau 
management  controls  such  as  goals  and  objectives,  fiolicies,  and 
procedures.  We  also  examined  personnel  management  which  covered 
training,  evaluation  procedures,  and  staff  reporting  responsibil- 
ities. 

During  the  audit  we  identified  program  definitions  and  re- 
quirements to  provide  criteria  for  evaluation.  We  reviewed  pro- 
gram expenditures  and  statistics  to  determine  program  status  and 
activity   levels. 

A  number  of  long-term  care  facilities  were  visited  to 
determine  if  specific  documentation  pertaining  to  the  on-going 
evaluation  of  the  need,  quality,  appropriateness,  and  timeliness  of 
Medicaid  services  was  present  and  if  selected  Medicaid  recipients 
were  being  cared  for  in  the  facilities.  We  also  examined  time  cards 
and  other  long-term  care  facility  records  to  verify  the  accuracy  of 
information  submitted  to  SRS.  Files  pertaining  to  on-going 
evaluations  of  patients  were  also  reviewed  at  SRS  and  at  the 
Montana-Wyoming  Foundation  for  Medical  Care  (Foundation).  At 
SRS  we  also  examined  documentation  pertaining  to  the 
reimbursement  system  and   reviewed  a   sample  of  cost   reports. 

The    bureau    uses    a    microcomputer    to    calculate    each    facility's  • 
yearly    reimbursement    rate    and    also    to    compare    yearly    changes    in 
specific    costs    as    reported    on    cost    reports.       We    audited    controls 
pertaining   to  the  microcomputer  and   the   two  applications. 


The  bureau  receives  information  generated  by  two  systems 
utilizing  mainframe  computers.  One  system  (patient  assessment) 
maintains  information  pertaining  to  Medicaid  residents  in  long-term 
care  facilities.  The  other  system  processes  Medicaid  claims.  We 
audited  controls  for  both  systems.  We  only  examined  controls 
pertaining  to  long-tern  care  facilities  in  the  claims  processing 
system. 

Hiiring  this  audit,  a  new  fiscal  agent  began  processing  Medi- 
caid claims.  Besides  reviewing  the  processing  of  claims,  we  also 
reviewed  the  effect  of  this  change  on  provider  relations.  We  had 
received  complaints  about  timeliness  of  claim  payments  and  explana- 
tions of  reasons  for  denials  from  a  number  of  different  types  of 
providers,  so  we  expanded  our  scope  to  review  relations  of  the 
claims   processing   firm  with   all    provider   types. 

During  the  audit  we  asked  officials  at  SRS  for  written  re- 
sponses to  selected  audit  points.  These  areas  related  to  potential 
report  issues  and  recommendations,  and  informed  SRS  management 
of  issues   during   the  audit,    rather  than   after  audit  completion. 

COMPLIANCE 

As  part  of  our  audit  we  reviewed  compliance  with  laws, 
administrative  rules,  and  policies  relating  to  the  long-term  care 
program.  We  found  a  number  of  instances  of  noncompliance  with 
laws,  rules,  or  policies  during  our  examination.  These  items  are 
discussed  in  Chapters  VI  and  VII.  For  items  we  did  not  specif- 
ically test  for  compliance,  nothing  came  to  our  attention  that  would 
indicate  significant   instances  of  noncompliance. 

REPORT   ORGANIZATION 

The  followinc)  chapter  describes  the  overall  long-term  care 
program  and  how  it  functions.  In  the  remaining  chapters  we  detail 
our  review  of  the  system  used  to  calculate  the  time  needed  to  care 
for  a  patient  and  how  long-term  care  facilities  are  reimbursed  for 
this  care.  We  also  discuss  the  use  of  cost  report  information  to 
monitor    provider    costs    and    identify    potential    reporting    problems. 


The  processing  of  claims  to  reimburse  facilities  for  care  provided 
is  discussed  in  Chapter  VI.  To  ensure  people  should  be  placed  in 
long-term  care  facilities  and  are  receiving  adequate  care,  SRS 
contracts  with  the  Montana-Wyoming  Foundation  for  Medical  Care. 
Chapter  VII  cJctails  these  functions.  The  final  chapters  discuss 
the  administration  of  the  Medicaid  Bureau,  o\^(^  summarize  overall 
concerns  with  program  administration.  Our  conclusions  and  recom- 
mendations follow  each   section. 


CHAPTER    II 
BACKGROUND 

Medicaid  is  an  economic  assistance  program  designed  to  pro- 
vide medical  services  to  the  needy.  The  program  has  two  major 
goals:  1)  to  ensure  health  care  is  available  to  those  who  otherwise 
could  not  afford  it,  and  2)  to  improve  people's  health  and  thus 
reduce  their  dependence  on   other   forms  of  public  aid. 

This  chapter  provides:  1)  a  brief  history  of  the  Medicaid 
program;  2)  an  explanation  of  the  long-term  care  program;  3)  an 
overview  of  program  administration;  and  ^)  statistics  on  program 
participants. 

HISTORY   OF  MEDICAID 

The  Montana  Medicaid  program  was  established  in  1967  as  a 
federal-state  partnership  with  the  federal  government  providing 
financial  support  and  basic  program  guidelines.  The  Department 
of  Social  and  Rehabilitation  Services  (SRS)  administers  the 
program,  hut  must  establish  specific  care  requirements  set  forth 
by  the  federal  government  in  order  for  the  state  to  receive 
matching    funds. 

V/ith  its  inception  in  Montana,  only  basic  services  were  of- 
fered by  Medicaid:  hospitalization,  physicians,  skilled  nursing 
home  care,  prescription  drugs,  and  dental.  In  1968,  optional 
services  such  as  intermediate  care  facilities,  medical  equipment, 
and   treatment   by  optometrists  and   podiatrists   were   included. 

LONG-TERM   CARE    PROGRAM   DESCRIPTION 

In  December  1985  there  were  99  licensed  long-term  care 
facilities  in  Montana  receiving  Medicaid  funds.  Ninety-six  facilities 
are  nursing  homes,  including  the  Center  for  the  Aged  and  Montana 
State  Hospital  (Galen  and  Warm  Springs  are  considered  two  facili- 
ties.) The  Montana  Developmental  Center  at  Boulder,  Eastmont 
Human      Services      Center,      and      Happy      Acres      -      Ronan,      receive 


Medicaid  funds  as  intermediate  care  facilities  for  mentally  retarded 
individuals.  Thirty-three  of  the  99  facilities  are  attached  to 
hospitals.  Long-term  care  facilities  range  in  size  from  6  to  251 
beds. 

Long-term  care  facilities  provide  skilled,  intermediate,  and 
personal  care  to  patients.  Medicaid  only  pays  for  skilled  and 
intermediate  care.  Skilled  care  patients  require  general  medical 
management  and  licensed  nursing  care  services  on  a  continuous 
basis  but  do  not  require  the  constant  availability  of  physician 
services  found  only  in  the  hospital  setting.  Intermediate  nursing 
care  patients  need  some  nursing  service  which  is  largely  routine. 
The  patients'  major  needs  are  for  light  personal  care  services. 
Treatment  services  for  intermediate  care  include:  oral  medication 
after  routine  dosage  is  established;  routine  change  in  dressing  to 
non-infected  areas;    and   routine  skin  care. 

The  following  illustration  details  the  number  of  long-term  care 
facilities   by   level  of  care  provided. 

LONG-TERM   CARE    FACILITIES    BY   LEVEL   OF   CARE 
As   of   December    1985 


Type   of   Care   Provided 

Skilled    and    intermediate    care 
Skilled   care   only 
Intermediate    care    only 

Intermediate    care    for   mentally    retarded 
Skilled   and   personal   care 
Skilled,    intermediate,    and    personal    care 
Total 


Number    of 
Facilities 

49 
33 
12 

3 

1 
_1 
99 


Source:   Compiled  by  the  Office  of  tlie  Legislative  Auditor  from 

Department  of  Health  and  Environmental  Sciences'  records 

Illustration  1 


Five  types  of  organizations  operate  the  facilities.  Illustra- 
tion 2  lists  the  number  of  facilities  operated  by  each  type  of 
organization. 


FACILITY  OPERATORS 
As  of  December  1985 

Number  of 

Type  of  Operator  Facilities 

For  profit  organization  38 

County  government  29 

Charitable  not-for-profit  organizations  25 

State  government  6 

Community  1 

Total  99 


Source:   Compiled  by  the  Office  of  the  Legislative  Auditor  from  SRS 
records 

Illustration  2 


Provider   Requirements   to   Receive   Payments 

To    receive    Medicaid    payments    for    services,     long-term    care 
providers  must: 

1.  maintain  an  appropriate  license  under  the  rules  of  the 
Department  of  Health  and  Environmental  Sciences  for  the 
category  of  care  being   provided; 

2.  maintain  a  current  Medicaid  certification  under  the  rules 
of  SRS   for   the  category  of  care  being   provided; 

3.  maintain  a  current  provider  agreement  with  SRS  to 
provide   the  care   for  which   payment   is   being   made; 

1.  employ  a  licensed  nursing  home  administrator  or  other 
qualified  supervisor  for  the  facility  as  statutes  or  regu- 
lations may   require; 

5.  accept,  as  payment  in  full  for  all  operating  and  property 
costs,  the  amounts  calculated  and  paid  in  accordance 
with  the  reimbursement  method  set  forth  in  the  ARMs; 
and 

6.  insure  that  any  funds  maintained  in  patient  trust  ac- 
counts are  used  only  for  those  purposes  for  which  the 
patient,  legal  guardian,  or  personal  representative  of  the 
patient  has  given  written  delegation.  A  provider  may 
not  borrow   funds   from   these  accounts   for  any   purpose. 


The  Department  of  Health  and  Environmental  Sciences  (DUES) 
surveys  all  long-term  care  facilities  annually  to  determine  whether 
state  criteria  are  met  for  licensure.  At  that  time  the  facility  is 
also  reviewed  to  ensure  federal  criteria  are  met  for  Medicaid  certi- 
fication.     DHES    reviews   such   items  as: 

1.  compliance  with    federal,    state,    and   local    laws; 

2.  governing  body  and  management,  including  submission  of 
staffing  patterns,  personnel  policies  and  procedures, 
staff  development,  patients'  rights,  and  patient  care 
policies; 

3.  physician  services,  including  medical  findings  and  physi- 
cian orders  at  time  of  admission,  and  patient  supervision 
by  a   physician; 

4.  nursing  services,  including  patient  care  plans  and 
administration  of  drugs; 

5.  dietetic  services,  including  menus,  preparation  and  ser- 
vice of  food,   and   sanitary  conditions; 

6.  pharmaceutical  services,  including  control  and  account- 
ability of  drugs; 

7.  social   services; 

8.  medical  records,  including  content,  completion,  and 
retention; 

9.  physical  environment,  including  facilities  for  the  phys- 
ically handicapped,  and  maintenance  of  equipment, 
building  and  grounds; 

10,  infection     control,      including     housekeeping,      linen,      and 
pest  control; 

11,  disaster  preparedness;    and 

12,  resident  accounts. 

Long-term  care  facilities  are  required  to  annually  enter  into  a 
provider  agreement  (contract)  with  SRS.  The  agreement  is  stan- 
dard for  all  facilities  and  states  the  provider  "...  agrees  to 
provide  to  Medicaid-eligible  patients  all  care  and  services  as  ap- 
propriate    which     are     reimbursable     skilled     or     intermediate     care 


services  within  the  scope  of  the  Medicaid  certification  issued  to  the 
provider  by  the  Montana  Department  of  Health  and  Environmental 
Sciences    ..." 

Long-term  care  providers  may  not  submit  claims  for  an  amount 
in  excess  of  what  Medicaid  will  pay.  Some  patients  do  contribute 
money  to  their  care.  In  this  case,  Medicaid  pays  the  balance  of 
the  amount  billed.  Long-term  care  providers  also  cannot  charge 
Medicaid   patients  co-payments. 

Preadmission 


Prior  to  providers  receiving  Medicaid  payments  for  a  resident, 
the  resident  must  be  screened  by  a  nurse  coordinator  to  establish 
the  resident's  level  of  care  as  skilled  or  intermediate  care.  The 
Montana-Wyoming  Foundation  for  Medical  Care  is  under  contract 
with   SRS   to   provide   nurse  coordinators. 

in  23  counties,  SRS  long-term  care  specialists  also  screen 
Medicaid  applicants.  The  specialists  determine  whether  it  is  feasi- 
ble for  the  applicant  to  enter  into  the  Medicaid  Waiver  program, 
which  would  provide  care  at  home,  instead  of  entering  a  nursing 
home. 

Provider   Reimbursement 

Long-term  care  providers  are  reimbursed  according  to  an 
established  per  diem  rate.  (The  rate  system  is  discussed  in  depth 
in  Chapter  IV).  Each  facility  has  a  rate  established  at  the  begin- 
ning of  the  state's  fiscal  year.  The  1 98^1-85  fiscal  year  rates 
ranged  from  $27.54  to  $73.94  per  Medicaid  patient  per  day.  Most 
rates  arc  between  $30  and  $55.  The  variations  are  due  to  such 
wide-ranging  factors  as  required  patient  care,  size  of  facility,  and 
wages   iti   the  geographic  area   where   the   nursing    home   is   located. 

Determination  of  the  reimbursement  rate  for  intermediate  care 
facilities  for  mentally  retarded  (ICF/MR)  individuals  differs  from 
the  other  long-term  care  facilities  due  to  the  type  of  patients 
served.  The  rate  paid  for  ICF/MRs  is  based  on  historical  cost 
data    and    is    limited    to    an    annual    9   percent    increase.       The    fiscal 


year  1985-86  rate  was  increased  by  9  percent  in  all  three  ICF/Mf's. 
Additional  costs  are  also  included  in  the  system  to  compensate  for 
the  special  care  and  services  needed  for  the  mentally  retarded. 
Historical  cost  data  is  obtained  from  cost  reports  that  must  be 
submitted   annually   to   SRS   by   the   providers. 

Claims   Payment 

Although  SRS  establishes  the  reimbursement  rate  for  long- 
term  care  facilities,  a  private  claims  processing  firm  calculates 
actual  provider  reimbursement.  The  firm  is  responsible  for  screen- 
ing and  approving  provider  applications,  distributing  provider 
manuals,  and  processing  claims.  The  firm's  claim  processing  office 
is  in  Helena,  with  computer  processing  facilities  in  Atlanta, 
Georgia.  The  current  fiscal  agent  assumed  responsibility  for 
claims  processing   March   1,    1985. 

To  receive  reimbursement,  long-term  care  facilities  submit  a 
claim  (bill)  the  beginning  of  each  month  for  services  provided  the 
previous  month.  Service  information  for  each  patient  is  entered 
into  the  computer  system.  The  number  of  days  each  patient  was 
in  the  facility  is  multiplied  by  the  facility's  reimbursement  rate. 
The  resulting  amount,  minus  the  patient's  personal  contribution  for 
his/her  care,  is  the  amount  of  Medicaid  reimbursement  for  that 
patient.  One  warrant  is  sent  to  the  facility  for  the  aggregate 
amount  of  reimbursement   for  all  Medicaid   patients   in   the   facility. 

An  additional  duty  of  the  claims  processing  firm  involves 
provider  relations.  As  a  part  of  this  duty,  the  firm  answers 
questions  from  providers  concerning  the  status  of  claims,  allowable 
services,   and  allowable  rates. 

ADMINISTRATION   OF   LONG-TERM   CARE   PROGRAM 

The  Economic  Assistance  Division  of  the  Department  of  Social 
and  Rehabilitation  Services  (SRS)  is  responsible  for  administering 
the  Medicaid  program.  The  division  also  administers  other  assis- 
tance   programs    such    as    Aid    to    Families    with    Dependent    Children 
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and  food  stamps.  The  Medicaid  Bureau  within  the  division  repre- 
sents SRS  for  most  matters  related  to  long-term  care  services. 
The  Medical  Financing  Bureau  administered  the  program  until 
September  1985,  at  which  time  the  Financing  Bureau  and  Medicaid 
Services  Bureau  were  combined  to  form  the  Medicaid  Bureau.  Nine 
staff  members  in  the  bureau  are  directly  responsible  for  adminis- 
tering  the   program. 

Long-Term  Care   Program   Expenditures 

Medicaid  expenditures  for  long-term  care  services  are  jointly 
funded  by  federal  and  state  governments.  The  rate  of  federal 
financial  participation  is  calculated  from  a  formula  using  the  state's 
per  capita  income  and  the  national  average  per  capita  income.  The 
federal  participation  rate  for  Montana  was  approximately  64  percent 
for  fiscal   year   1984-85. 

Expenditures  for  long-term  care  services  account  for  approx- 
imately 51  percent  of  the  total  Medicaid  benefit  expenditures  in 
fiscal  year  1984-85.  Illustration  3  shows  the  total  Medicaid  benefit 
expenditures  as  compared  to  long-term  care  service  expenditures 
for  fiscal  years  1981-82  to  1984-85  (includes  both  state  and  federal 
money).  These  expenditures  do  not  include  Medicaid  administra- 
tion  costs. 
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MEDICAID  BENEFIT  i;}{PENDITURES 

Fiscal  Years  1981-82  Through  1984-85 

(In  Millions  of  Dollars) 


ACTUAL   1981-82 


ACTUAL    1'.5'?2  -8  5 


f.TIMATED   lyPJ-Pr 


rvPLNDiruRl  ■ 


TOTAL  MEDICAID  EKP.  flJS]      LONG-  ILHM  L'AI/L    LXP. 

*Not  all  of  the  services  have  been  billed  yet,  so  expenditures  will 
increase.   The  figures  in  the  above  illustration  are  as  of  Novem- 
ber 1985. 

Source:   Compiled  by  the  Office  of  the  Legislative  Auditor  from  SRS 
records 


Illustration  3 

Department  of  Institutions'  facilities  for  long-term  care  com- 
prise approximately  20  percent  of  total  Medicaid  expenditures  for 
long-term  care  patients.  The  following  chart  compares  Medicaid 
expenditures  of  the  Department  of  Institutions  (DofI)  long-term 
care   facilities   with   non-Dofl    facilities. 
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INSTITUTION  AND  NONINSTITUTION  MEDICAID  EXPENDITURES 

For  Fiscal  Years  1981-82  Through  1984-85 

(In  Millions  of  Dollars) 


3.9 

S2 


ACTUAL    1981-82  ACTUAL    1982-83  ESTIMATED   1983-84*         ESTIMATED  1984-85* 

EXPENDITURES 


V  /\      NONJINSTITUTION   EXP. 


|\\1      INSTITUTION   EXP. 


*Not  all  of  the  services  have  been  billed  yet,  so  expenditures  will 
increase.   The  figures  in  the  above  illustration  are  as  of  Novem- 
ber 1985. 

Source:   Compiled  by  the  Office  of  the  Legislative  Auditor  from  SRS 
records 

II  lust rat  ion  A 


Long-Term  Care   Facility   Resident  Statistics 

In  August  1985,  3,943  people  were  residents  in  long-term  care 
facilities.  The  following  table  describes  age  and  sex  of  these  resi- 
dents. 
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Source:   Compiled  by  the  Office  of  the  Legislative  Auditor  from  SRS 
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Illustration  5 


To  determine  the  types  of  services  provided  to  long-term  care 
patients,  we  obtained  statistics  pertaining  to  residents'  activities  of 
daily  living  and  functional  status.  Six  areas  comprise  activities  of 
daily  living:  bathing,  dressing,  toileting,  transferring  (from  bod 
to  chair,  wheelchair,  or  standing  position),  eating-feeding,  and 
grooming.  Functional  status  consists  of  mobility;  ability  to  climb 
stairs;  ability  to  use  the  telephone;  ability  to  administer  self- 
medications;  ability  to  shop  for  oneself;  and  money  management. 
Each  area  is  categorized  as  no  help  needed  (resident  performs 
function  without  assistance);  help  needed  (resident  requires  some 
assistance  and/or  supervision);  and  unable  to  do  (resident  does 
not    participate    in    activity).       We    found    the    majority    of    residents 
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are  unable  to  perform  many  of  the  functions  so  facility  staff  have 
to  perform  the  functions  without  help  from  the  resident.  The 
following    table   illustrates  our   findings. 


FUNCTIONAL  STATUS  OF  RESIDENTS 


Func t  ion 


Bathing 

Dressing 

Toileting 

Transfer 

Eating- Fee ding 

Grooming 

Mobility 

Stair  Climb 

Telephone 

Self  Medication 

Shopping 

Money  Management 


In  August 

1985 

Unable 

No  Help  Needed 

Help  Needed 

to  Perform 

% 

% 

% 

2 

44 

54 

24 

32 

44 

38 

28 

34 

42 

28 

30 

69 

14 

17 

22 

34 

44 

22 

28 

50 

16 

19 

65 

14 

34 

52 

1 

6 

93 

4 

23 

73 

5 

21 

74 

Source ; 


Compiled  by  the  Office  of  the  Legislative  Auditor  from  SRS 
records 


Illustration  6 
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CHAPTER    III 
PATIENT   ASSESSMENT   SYSTEM 

The  patient  assessment  system  was  implemented  in  Montana  in 
May  1982.  The  Department  of  Social  and  Rehabilitation  Services 
(SRS)  adopted  the  system  from  Tennessee.  The  purpose  of  the 
system  is  to  determine  the  amount  of  nursing  time  (by  calculation 
of  licensed  and  nonlicensed  management  minutes)  required  to 
provide  services  and  care  for  residents  in  a  long-term  care  set- 
ting. Licensed  time  is  care  provided  by  licensed  personnel  (i.e., 
licensed  practical  nurses  or  registered  nurses),  and  nonlicensed 
time  is  provided  by  nursing  aides.  The  result  of  the  information 
is  management  minutes  for  each  patient.  Management  minutes  are 
intended  to  be  a  tool  for  the  facilities  to  help  manage  staff  so 
adequate  care  is  provided  to  residents  based  on  the  difficulty  of 
care  (i.e.,  the  higher  the  minutes  the  more  time  required  to  care 
for  that  resident  and  the  lower  the  minutes  the  less  time 
involved).  Management  minute  information  is  used  by  SRS  to 
ensure  facilities  are  fairly  compensated  for  necessary  expenses 
dependent   upon   the  amount  of  care   required  by   the  patient. 

The  patient  evaluation  abstract  form  is  used  to  gather  the 
information  pertaining  to  nursing  time.  This  form  is  completed  by 
long-term  care  facility  personnel  upon  a  person's  admission  to  the 
facility.  Forms  are  completed  only  for  Medicaid  patients  and 
contain  specific  information  concerning  the  person's  condition 
(whether  the  person  can  walk,  any  bowel  and  bladder  problems, 
any   special   treatment   needed,    etc.). 

The  form  is  to  be  submitted  to  SRS  by  the  tenth  of  the  month 
following  the  patient's  admission.  Medicaid  Bureau  personnel 
review  the  form  for  any  discrepancies  in  coding.  Discrepancies 
are  resolved  by  telephone  calls  to  the  facility  and  the  resolution 
noted  on  the  form.  Information  on  the  form  is  then  entered  into 
the  computerized  patient  assessment  system.  Forms  are  updated  as 
needed   by   the   facility   and   submitted    to   SRS. 
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Facility-wide  patient  assessment  scores  are  qoneratecl  hy  the 
computer  system.  These  scores  are  computed  using  the  aggregate 
management  minutes  for  the  facility.  The  scores  are  a  component 
in  the  formula  used  to  determine  the  facility's  Medicaid  reimburse- 
ment  rate.      (The  formula   is  discussed  on   page  32.1 

The  Medicaid  Bureau  contracts  with  the  Montana-Wyoming 
Foundation  for  Medical  Care  (Foundation)  to  monitor  facility  re- 
porting. Foundation  personnel  (nurse  coordinators)  do  on-site 
reviews  of  documentation  at  the  facilities  to  assure  what  is  re- 
ported to  SRS  on  the  abstract  is  supported  by  appropriate  docu- 
mentation at  the  facility.  The  reviews  of  a  sample  of  abstracts  are 
done  at   least  twice  annually. 

During  our  audit  we  evaluated  various  aspects  of  the  patient 
assessment  system  including:  11  accuracy  of  Medicaid  identifica- 
tion numbers  on  the  system;  21  SRS  evaluation  of  Foundation 
patient  assessment  scores;  31  types  of  facilities  completing  forms; 
U)  facility  reporting  of  residents'  deaths  so  management  minutes 
cease  being  generated  for  patients;  and  51  facility-wide  patient 
assessment  scores  generated  from  information  on  monthly  staffing 
reports.  Our  conclusions  and  recommendations  for  each  of  these 
aspects  are   included   in   the   following   sections. 

Accuracy  of  Patient   Record   Numbers 

The  Montana  Income  Maintenance  System  (MIMS1  contains 
information  on  all  people  eligible  for  Medicaid.  The  patient  record 
numbers  on  the  patient  assessment  system  should  match  the  patients' 
Medicaid  numbers  on  MIMS.  For  the  12  long-term  care  facilities  we 
sampled,  we  found  6  to  10  percent  of  the  patient  record  numbers 
were  not  on  MIMS.  Because  of  this  we  conducted  a  computer 
match  between  MIMS  and  the  patient  assessment  system  for  all 
long-term  care  facilities.  The  match  showed  approximately  13  per- 
cent of  the  patient  record  numbers  on  the  patient  assessment 
system  are  not  on  MIMS. 

A  number  of  reasons  contribute  to  the  discrepancies.  If  a 
person    entering    a    facility    has    applied    for    Medicaid    but    has    not 
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been  issued  a  number,  the  facility  will  put  the  person's  room  num- 
ber on  the  patient  abstract  form.  When  the  Medicaid  number  is 
issued  the  facility  may  forget  to  change  the  number  on  the  form. 
We  also  found  long-term  care  facilities  will  record  the  person's 
Medicare  number  on  the  form.  Instances  of  typographical  errors 
were  also   found. 

We  estimate  as  many  as  101  of  the  people  identified  in  our 
match  were  not  identified  as  Medicaid  eligible  in  January  1986.  If 
these  people  are,  in  actuality,  not  Medicaid  eligible,  facilities  have 
been  recording  inappropriate  management  minutes.  This  situation 
would   cause  a  change  in   the   facility   patient  assessment  score. 

interviews  with  nurse  coordinators  indicated  they  have  trou- 
ble finding  patients  when  they  are  given  numbers  from  the  patient 
assessment   system  and   the   number   is   not  a   Medicaid   number. 

If  SRS  would  run  a  computer  match  between  the  two  systems, 
the  unmatched  numbers  could  be  sent  to  the  individual  facilities  so 
they  know  which  patient  abstract  forms  are  not  correct  and  can 
correct  them.  This  would  assure  SRS  that  people  on  the  patient 
assessment  system  are  eligible  for  Medicaid  and  would  help  nurse 
coordinators  when  they  do  their  reviews.  The  match  would  cost 
SRS  approximately   $15   for  computer  time  each   time   it   is    run. 

Wc  believe  the  match  is  feasible  and  would  be  minimal  in  time 
and  cost,  and  would  save  time  for  nurse  coordinators.  When  we 
did  the  match  we  allowed  for  timing  differences  of  numbers  getting 
on  the  two  systems  and  the  use  of  temporary  numbers 
(identification  numbers  used  until  a  Medicaid  number  is  issued)  by 
using  tapes  created  in  different  months  (the  MIMS  tape  was  a 
month  older  than  the  patient  assessment  tape;  a  longer  span  can 
be  used  if  it  is  deemed  necessary).  If  requested,  we  can  provide 
SRS  <1  copy  of  the  match  programs  so  no  SRS  staff  time  would  be 
needed   to  develop  programs. 

The  first  run  would  be  the  longest  since  it  would  have  the 
most  unmatched  numbers.  Nursing  home  populations  are  reason- 
ably stable  so  subsequent  runs  would  only  identify  those  few 
patients  that  had  entered  the  facility  since  the  last  run  that  did 
not   have  Medicaid   numbers. 
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RECOMMENDATION   #1 

WE    RECOMMEND   THE   DEPARTMENT: 

A.  RUN  A  PERIODIC  COMPUTER  MATCH  BETWEEN  MIMS 
AND   THE    PATIENT   ASSESSMENT   SYSTEM;    AND 

B.  USING  THE  INFORMATION  GENERATED,  REQUIRE 
LONG-TERM  CARE  FACILITIES  TO  CORRECT  ANY 
INCORRECT  PATIENT  RECORD  NUMBERS  ON  THE: 
PATIENT   ABSTRACT    FORMS. 


Evaluation  of  Results  of  Foundation   Abstract  Monitors 

As  mentioned  earlier,  the  Montana-Wyoming  Foundation  for 
Medical  Care  is  under  contract  with  SRS  to  review  a  sample  of 
patient  evaluation  abstract  forms  submitted  to  SRS  by  long-term 
care  facilities.  Upon  receipt  of  the  monitored  abstracts,  SRS 
calculates  management  minutes  for  each  patient  using  results  from 
the  Foundation  review.  Two  patient  assessment  scores  are  then 
calculated  for  the  facility;  one  using  Foundation  management  min- 
utes and  one  using  facility-reported  management  minutes  of  sampled 
patients.  The  Foundation  patient  assessment  score  is  compared  to 
the  facility  patient  assessment  score.  If  the  Foundation  and 
facility  scores  are  not  within  10  percent  of  each  other,  a  letter  is 
sent  to  the  facility  explaining  it  has  been  deficient  in  correctly 
completing   patient  abstract  forms. 

The  abstracts  are  monitored  because  the  patient  assessment 
score  is  used  in  determining  the  facility's  yearly  reimbursement 
rate.  If  abstracts  are  not  completed  correctly  by  the  facility,  the 
Foundation  score  will  be  used  in  the  rate.  If  there  is  more  than  a 
10  percent  discrepancy  between  the  scores,  SRS  uses  the  Founda- 
tion's score.  If  less  than  a  10  percent  discrepancy  exists,  SRS 
uses  the  weighted  average  of  the  previous  six  month's  facility- 
reported  scores.  (The  use  of  the  patient  assessment  score  in  the 
reimbursement  rate  is  discussed  in  Chapter  IV.)  The  Foundation 
score  used   in  the   rate  is  adjusted  to  reflect  the  entire  facility. 
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Reviewing   Sampling   Results 

A  statistical  sampling  method  was  developed  by  SRS  to  deter- 
mine how  many  and  which  abstracts  will  be  reviewed  in  each 
facility.  Two  criteria  were  established:  the  confidence  level  for 
sample  results  was  set  at  85  percent  and  the  precision  of  the 
estimate  at    10   percent. 

The  bureau  does  not  review  its  sampling  results  to  determine 
if  the  initial  criteria  of  85  percent  confidence  at  plus  or  minus 
10  percent  precision  is  met.  Simply  using  a  comparison  of  plus  or 
minus  10  percent  is  not  giving  SRS  the  statistical  confidence  speci- 
fied in  the  original  criteria  establishecJ  to  obtain  the  sample  size. 
The  85  percent  confidence  level  was  established  to  give  the  bureau 
an  accurate  appraisal  of  how  patients  should  be  abstracted.  We 
evaluated  18  facilities'  unadjusted  Foundation  scores  and  found  the 
plus  or  minus  10  percent  limits  around  the  average  score  did  not 
always  result  in  85  percent  confidence.  The  confidence  levels  for 
the  18  facilities  ranged  from  51  to  92  percent.  Therefore,  SRS  is 
not  always  as  confident  in  its  results  for  some  facilities  as  indi- 
cated by  the  initial  criteria.  The  underlying  cause  for  the  lower 
confidence  appears   to  be  that   some  sample  sizes  are  too  small. 

To  increase  the  confidence  level  and  maintain  the  10  percent 
precision,  nurse  coordinators  would  have  to  review  more  abstracts 
in  each  facility  since  increasing  the  number  of  items  sampled  raises 
the  confidence.  The  additional  number  of  abstracts  to  be  reviewed 
would   vary   for  each    facility. 

One  reason  sample  sizes  are  lower  is  because  Foundation 
nurse  coordinators  are  not  taking  as  large  a  sample  as  they  are 
instructed.  We  found  approximately  25  percent  of  the  time  the 
sample  reviewed  by  the  coordinators  was  one  to  throe  abstracts 
less  than  the  required  sample  size.  We  also  found  the  number 
useci  to  determine  the  sample  sizes  is  not  consistently  rounded  up. 
Rounding    the  number   up  would   increase  sample   sizes. 

['^ocause  the  department  is  not  reviewing  its  sampling  results, 
the  department  does  not  know  how  confident  it  is  the  true  patient 
assessment    score    is    in    a    range   of   plus   or   minus    10   percent   around 
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the  Foundation  score,  even  though  it  intendeci  to  be  85  [jercenl 
confident. 

To  illustrate  the  effect  of  using  the  85  percent  confidence 
criteria  we  evaluated  26  facilities'  unadjusted  Foundation  scores 
using  only  an  85  percent  confidence  level.  We  "dropped"  the  plus 
or  minus  10  percent  precision  requirement  because  in  some  cases 
the  Foundation  sample  sizes  were  not  large  enough  to  allow  for 
both  criteria  to  be  used  together.  We  found  the  department 
rejected  facility  scores  5  of  26  times  when  they  were  within  the 
85  percent  confidence  limits.  We  recalculated  the  statowicle  aver- 
age patient  assessment  score  using  these  rejected  scores  {either 
the  unadjusted  Foundation  score  or  the  weightoc)  average  p.itient 
assessment  scores)  and  then  recalculated  the  reimbursemenl  rates 
for  the  26  facilities.  We  found  rates  in  14  facilities  would  have 
increased,  9  would  have  decreased,  and  the  rates  in  3  facilities 
would  have  remained  the  same.  For  the  26  facilities  there  would 
have  been  approximately  $34,000  less  paid  to  the  facilities.  Since 
the  statewide  patient  assessment  'score  changed  because  of  the 
change  in  individual  facility  patient  assessment  scores,  the  fiscal 
year   1985-86   rates   would   have  changed   in   the   remaining   facilities. 

Although  evaluating  the  Foundation  scores  using  only  an 
85  percent  confidence  level  would  directly  affect  nursing  home 
rates,  this  method  of  evaluation  cannot  he  used.  Section 
46.12.1206(11,  ARM,  specifies  plus  or  minus  10  percent  v.iri.mce 
must  be  used  and  with  current  sample  sizes  this  is  resulting  in 
lower  confidence  levels.  If  the  intended  statistical  analysis  (both 
85  percent  confidence  and  plus  or  minus  10  percent  precision)  is 
to  be  used,    larger  sample  sizes  are  needed. 

Adjusted   Score 

We  also  reviewed  an  adjustment  the  department  makes  to  the 
Foundation  score.  After  the  results  of  the  Foundation  review  i\rQ 
calculated,  SRS  adjusts  the  score  to  reflect  the  entire  facility. 
The  adjustment  consists  of  obtaining  an  average  ratio  of  facility 
scores   for  the   month    the   nurse  coordinators    reviewed   and   the   next 
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month.  The  Foundation  score  is  then  divided  by  the  ratio  to 
obtain  an  adjusted  Foundation  score  that  reflects  the  score  for  the 
entire  facility.  This  method  is  not  statistically  associated  with  the 
evaluation  technique  established  under  the  sampling  plan  used  by 
the  Foundation.  No  adjustment  needs  to  be  made  to  the  score 
since  the  sampling  technique,  when  evaluated  properly,  would  take 
into  account  the  entire   facility. 

Conclusion 

The  department  has  established  criteria  to  obtain  sample  sizes 
and  sample  items.  It  is  appropriate  the  results  of  the  sampling 
review  be  evaluated  to  determine  whether  the  criteria  are  met.  In 
addition,  an  adjustment  should  not  be  made  to  the  results  since 
the  sample  obtained  would   take  into  account  the  entire  facility. 

We  informed  SRS  personnel  of  our  concerns.  They  responded 
they  would  discuss  the  rounding  technique  and  the  number  of 
abstracts  reviewed  with  Foundation  management.  They  also  said 
they  would  evaluate  the  adjustment  to  the  Foundation  score  in 
relationship  to  the  entire  sampling  procedure.  Budgetary  restric- 
tions will  have  to  be  considered  if  the  department  has  to  increase 
sample   sizes. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  EVALUATE  SAMPLING  RESULTS  TO  DETERMINE  WHETHER 
CRITERIA  ARE  MET;  AND 

B.  ELIMINATE  THE  ADJUSTMENT  PROCEDURE. 


Patient   Abstract   Forms   for   Intermediate  Care   Facilities   for 
the  Mentally   Retarded 

As  noted  previously,  long-term  care  facilities  are  required  to 
corn|>letc  patient  aljstract  forms  for  each  resident.  The  form 
details  the  management  minutes  for  each  patient.  The  management 
minutes  are   then   used   to  develop  a   patient  assessment   score.      This 
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score  is  eventuiilly  used  in  the  rate  for  tFiose  facilities  reirnbursed 
on  a  prospective  system.  Intermediate  care  facilities  for  the 
mentally  retarded  (ICF/MR)  (Montana  Developmental  Center  at 
Boulder,  Eastmont  Human  Services  Center,  and  Happy  Acres  - 
Ronan)  are  reimbursed  on  a  retrospective  basis  so  the  patient 
assessment  score  is  not  used  in  setting  the  rate.  SRS  requires 
the  patient  abstract  forms  to  be  completed  by  the  ICF/MRs  even 
though  the  forms  are  not  used  by  the  department.  Personnel  at 
SRS  estimate  it  consumes  five  to  six  hours  a  month  to  review  and 
enter  the  data  for  the  largest  of  the  three  facilities.  Another 
eight  hours  every  six  months  is  spent  reviewing  the  nurse  coordina- 
tor's monitor  of  the  abstracts  at  the  same  facility.  Personnel  at 
that  facility  indicated  it  takes  one  person  sixteen  hours  each  month 
to  update  the  abstracts.  State  personnel  spend  approximately  275 
hours  on  the  patient  abstract  forms  from  the  two  state   ICF/MRs. 

A  sample  of  the  abstracts  from  the  ICF/MRs  must  also  be 
reviewed  by  Foundation  nurse  coordinators.  We  found  approxi- 
mately 20  hours  each  year  are  spent  by  the  coordinators  reviewing 
the  abstracts  at  the  two  state   ICF/MRs. 

SRS  personnel  said  they  originally  intended  to  set  up  a 
reimbursement  system  for  ICF/MRs  whereby  the  patient  assessment 
score  from  the  abstracts  would  be  used.  They  have  not  done 
anything  concerning  the  system,  yet  are  requiring  the  information 
to  be  submitted  each  month.  Information  that  is  time  consuming  to 
process  and  then  is  not  used  by  the  requesting  agency  should  not 
be  required.  The  state  would  save  approximately  $2,700  each  year 
by  not  requiring   this  information. 

When  informed  of  our  finding,  department  personnel  indicated 
they  would  cease  requiring  the  information  since  they  do  not  have 
staff  time  to  develop  the  proposed  reimbursement  system.  They 
expect  the  development  of  the  system  to  be  labor  intensive  and  do 
not  anticipate   initiating   this  task   for  some  time. 
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RECOMMENDATION  #3 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  STOP  REQUIRING  INTERMEDIATE  CARE  FACILITIES 
FOR  THE  MENTALLY  RETARDED  TO  SUBMIT  MONTHLY 
PATIENT  ABSTRACTS;  AND 

B.  NO  LONGER  REQUIRE  FOUNDATION  REVIEWS  OF  THE 
ABSTRACTS. 


Reporting   Residents'    Deaths 

Long-term  care  facilities  are  not  to  be  paid  for  any  days  of 
service  after  a  resident  dies  and  should  not  receive  any  manage- 
ment minutes  applicable  to  the  person.  When  a  resident  dies  the 
facility  is  to  submit  a  patient  evaluation  abstract  form  indicating 
the  death.  The  form  is  processed  and  the  person  is  removed  from 
the  patient  assessment  system.  To  ensure  this  was  happening  we 
compared  information  on  the  patient  assessment  system  <  to  informa- 
tion maintained  by  the  Department  of  Health  and  Environmental 
Sciences  detailing  people  who  died  in  the  state  and  the  date  of 
death. 

Conclusion  -  We  found  facilities  are  removing  deceased  Medi- 
caid patients  from  the  patient  assessment  system  in  a  timely  man- 
ner. We  have  no  concerns  facilities  are  receiving  payment  or 
recording   management  minutes  after   resident  deaths. 

Patient  Assessment  Scores   from  Staffing    Reports 

At  the  beginning  of  each  month,  long-term  care  facilities  must 
submit  a  staffing  report  to  SRS.  This  report  details  the  number 
of  hours  registered  nurses,  licensed  practical  nurses,  and  aides 
were  on  duty  during  each  shift  each  day  of  the  month.  Upon 
receipt  of  the  staffing  reports,  Medicaid  Bureau  personnel  deter- 
mine a  patient  assessment  score  for  the  month  from  the  reports. 
The  total  licensed  and  nonlicensed  hours  are  used  in  computing  the 
score.  Tlie  patient  assessment  score  from  the  staffing  report  is 
compared  to  the  |».ilient  assessment  score  used  in  the  reimburse- 
ment  rale.      If  the   staffing    re|jort   score   is   not   within    10   percent  of 
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the  score  used  in  the  reinibursenient  rnte  for  two  months  in  <i  row, 
an   audit  of  facility   staffing    is   to  be  conducted. 

We  reviewed  documentation  to  determine  whether  patient 
assessment  scores  from  staffing  reports  are  within  the  designated 
percent  of  the  score  in  the  rate.  We  also  determined  whether 
audits  are  conducted.  We  did  not  find  any  instances  where  the 
scores  were  not  within  the  required  percent  for  two  months  in  a 
row. 

To  ensure  the  information  submitted  on  the  staffing  report 
was  accurate  we  reviewed  time  cards  for  the  day  of  our  visit  to 
twelve  long-term  care  facilities.  We  then  computed  the  registered 
nurse,  licensed  practical  nurse,  and  aide  time  for  that  day.  Our 
results  were  compared  to  the  staffing  reports  submitted  to  SRS  at 
the  end  of  the  month.  Our  results  agreed  with  the  time  on  the 
staffing   reports. 

Copies  of  Department  of  Health  and  Environmental  Sciences 
(DHES)  staffing  reports  are  submitted  to  DHES  one  week  each 
quarter.  These  reports  detail  the  type  of  staff  employed  and  the 
hours  worked  for  the  one  week  sampled.  DHES  uses  the  reports 
to  ensure  the  facilities  are  meeting  federal  standards.  if  any 
questions  arise,  a  designated  DHES  employee  calls  the  facility  to 
determine  why  the  staffing   was   low. 

Since  DHES  also  requires  submission  of  staffing  reports  we 
wanted  to  know  if  consistent  staffing  information  is  submitted  and 
if  there  is  duplication  of  information  and  work  between  DHES  and 
SRS.  DHES  files  were  reviewed  to  determine  v/hether  the  staffing 
reports  submitted  to  that  department  reflect  the  same  information 
as  those  sent  to  SRS  and  if  any  follow-up  is  conducted  by  DHES 
of  problems  found.  Our  comparison  showed  nurse's  administration 
time,  names  of  consultants  and  dates  of  visits,  names  and  titles  of 
licensed  personnel,  and  number  of  nursing  stations  is  included  in 
DHES  reports.  This  information  is  not  included,  or  needed,  on 
SRS  staffing  reports.  The  licensed  nursing  and  aide  time  informa- 
tion  on   the   reports  appears  consistent. 
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DHES  reviews  the  reports  for  different  types  of  information 
than  SRS,  DHES  staff  indicated  few  staffing  problems  are  noted. 
If  there  are  problems,    they  are  followed   up  by   telephone  calls. 

Conclusion  -  Our  review  of  staffing  reports  indicated  no 
problems  in  this  area.  Scores  are  within  the  required  percent  for 
two  months  in  a  row  ^  indicating  facilities  have  the  appropriate 
nLimber  of  staff  working  during  the  month  to  provide  the  care 
indicated  as  needed  from  the  patient  abstracts.  Lack  of  differ- 
ences between  time  cards  and  staffing  reports  confirmed  informa- 
tion on   the  staffing    reports   is  accurate. 

Since  DHES  reports  are  only  required  one  week  each  quarter, 
it  is  not  efficient  to  combine  the  two  forms  and  require  facilities  to 
submit  their  monthly  reports  to  SRS  with  all  the  information  needed 
by  DHES.  We  conclude  there  is  no  duplication  of  effort.  Both 
reports  and   functions  are  needed  and   follow-up  is  conducted. 
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CHAPTER  IV 
NURSING  HOME  REIMBURSEMENT  SYSTEM 

We  performed  a  review  of  the  department's  system  of  reim- 
bursing nursing  homes  which  provide  care  for  patients  on  Medic- 
aid. Nursing  home  providers  are  reimbursed  according  to  an 
established  per  diem  rate.  Each  nursing  home  has  a  rate  estab- 
lished at  the  beginning  of  the  state's  fiscal  year.  The  rate  is 
calculated  using  a  formula  which  considers  such  wide-ranging 
factors  as  required  patient  care  and  wages  in  the  geographic  area 
where  the  nursing  home  is  located.  This  chapter  discusses 
initiation  of  the  current  reimbursement  system,  explains  its  usage 
and  modifications  since  being  implemented,  and  provides  an 
evaluation   of  the  current   prospective  system. 

RETROSPECTIVE   TO    PROSPECTIVE    REIMBURSEMENT 

Prior  to  July  1,  1982,  the  Department  of  Social  and  Rehabil- 
itation Services  had  a  nursing  home  reimbursement  system  which 
was  considered  retrospective.  The  system  was  tied  to  each  facil- 
ity's historical  cost  which,  in  turn,  was  indexed  to  produce  the 
upcoming  year's  reimbursement  rate.  According  to  department 
records,  this  method  rewarded  providers  who  had  historically  high 
operating  costs  with  correspondingly  high  rates,  while  providers 
with  lower  historical  costs  received  rates  which  were  artificially 
low.  Under  the  retrospective  system  of  reimbursement,  the  depart- 
ment allowed  a  settlement  process  if  the  providers  or  the  depart- 
ment determined  the  reimbursement  rate  did  not  accurately  reflect 
the  provider's  expenses.  A  determination  of  the  final  or  retro- 
spective rate  was  made  from  either  a  field  audit  or  departmental 
desk    review  of  the   provider's  cost   report. 

In  mid-1982  SRS  held  several  administrative  rules  hearings 
and  informal  meetings  with  providers  concerning  a  department 
proposal  to  change  the  reimbursement  methodology  from  a  retro- 
spective to  a  prospective  system.  According  to  the  transcript  of 
one    of   the    hearings,    the    department    was    motivated    to    change    the 
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existing    system    for    reimbursing    nursing    fiories    for    four    rcnsons. 
The   four   reasons   were: 

-  federal  Medicaid  law  was  changed  in  a  way  which  allowed  the 
department  to  reimburse  providers  on  a  basis  other  than  the 
"historical   cost   related   reimbursement"    basis. 

-  the  change  in  federal  Medicaid  law  gave  the  department  the 
opportunity  to  re-focus  the  department's  attention  away  from 
their  traditional  role  of  cost  report  analysis  toward  a  new  role 
of  insuring   proper  patient  care. 

-  due  to  less  emphasis  on  cost  reports  and  the  need  for  audits, 
the  department's  cost  of  administering  nursing  home  reim- 
bursement  would   be   reduced. 

-  for  the  first  time,  the  departmetit  would  be  able  to  explain 
why  one  facility's   rate  differed   from  another   facility's. 

The  department's  proposed  reiml)ursoment  methodology  was 
not  tied  to  each  facility's  historic  costs.  Rather,  the  entire  fiscal 
year  1980-81  cost  data  from  all  Montana  providers  was  to  be  statis- 
tically averaged  to  determine  operating  rates  for  each  provider. 
The  rates  were  to  be  modified  by  three  relative  factors:  type  of 
facility;  level  of  patient  care  required;  and  prevalent  wage  factors 
by  geographic  area. 

In  order  to  consider  the  cost  of  a  facility,  a  property  rate 
concept  was  formulated  to  include  a  reasonable  cost  of  property. 
The  property  rate  was  to  be  modified  by  throe  factors:  type  of 
construction;  age  of  facility;  and  renovations  and  additiotis.  The 
combination  of  operating  and  property  rates  was  to  be  the  total 
rate  for  a  provider.  To  avoid  dramatic  and  immediate  changes  in 
providers'  existing  rates,  the  prospective  reimbursement  system 
was   phased   in   over  a   three-year   period. 

PROSPECTIVE   REIMBURSEMENT   SYSTEM 

The  formula  for  establishing  the  total  reimbursement  rate  is 
composed  of  components  which  determine  the  operating  and  prop- 
erty rates.  Within  the  components  there  are  factors  which  depart- 
ment officials  believe  are  the  most  reliable  indicators  of  facilities' 
overall  operating  costs. 


Operating    Rate 

The  operating  rate  formula  was  determined  by  applying  a 
patient  care  adjustment  and  a  geographic  area  wage  modifier  to  a 
base  rate.  Tlie  formula  for  determining  the  base  rate  for  each 
facility  was  the  result  of  an  examination  of  cost  report  information 
taken  from  fiscal  year  1980-81.  The  primary  variable  in  determin- 
ing the  base  rate  is  the  size  of  the  facility  {i.e.,  the  number  of 
beds).  The  following  describes  each  modifier  and  the  reasons  for 
their   inclusion   in   the  operating    rate   formula. 

Patient  Care  Adjustment  Factor  -  The  patient  care  adjustment 
factor  quantifies  the  nursing  care  provided  to  a  patient.  The 
adjustment  was  included  to  insure  facilities  which  chose  to  accept 
only  relatively  light  care  patients  were  not  overpaid  for  their 
services,  and  facilities  whose  patient  mix  required  a  greater  ex- 
penditure for  nursing  service  time  were  adequately  reimbursed  for 
the  additional  expense.  The  patient  care  adjustment  factor  is 
calculated  based  upon  three  components;  the  provider's  average 
nursing  care  time;  the  average  nursing  care  time  for  all  providers; 
and   the  average  nursing  care  hourly  wage. 

Area  Wage  Adjustment  Factor  -  This  modifier  to  the  operating 
rate  was  included  because  certain  areas  of  the  state  pay  higher 
Vv^ages  than  other  areas.  Departmetit  officials  believed  that  to 
ignore  geographic  wage  differences  would  unfairly  penalize  facil- 
ities located  in  areas  where  labor  is  inherently  more  expensive, 
and  to  overpay  facilities  which  were  located  in  areas  where  compe- 
tent employees   could   be   hired  and    retained    for   less. 

The  area  wage  adjustment  factor  is  calculated  based  on  two 
components:  the  average  nursing  care  hourly  wage  for  a  pro- 
vider's wage  area;  and  the  average  wage  for  a  provider's  wage 
area.  "Wage  area"  means  the  geographic  area  serviced  by  the 
Montana  Job   Service  Office   in   which  a   provider   is   located. 

Property   Rate 

In  addition  to  the  operating  rate,  the  overall  reimbursement 
rate    is    affected    by    the    property    rate.       The    property    rate    is    a 
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calculated  rent  which,  accordinq  to  dopartmeiU  records,  ori(|i(i.illy 
resulted  from  an  examination  of  the  actual  costs-per-bed  ass()(  iated 
with  each  free  standing  facility  built  in  Montana  during  a  ten-year 
period.  Department  officials  determined  the  Medicaid  program 
would  reimburse  property  costs  on  a  pro-rated  basis.  A  maximum 
rate  of  $6.09  per  day  per  patient  was  calculated  which  was  based 
upon  80  percent  of  the  cost  of  construction  of  a  new   facility. 

Other   Reimbursement  Rate  Components 

There  are  two  other  components  which  affect  the  reimburse- 
ment rate  formula:  level  of  occupancy  and  an  inflation  factor. 
Relative  to  the  operating  rate  compensation,  an  occupancy  of 
90  percent  has  been  assumed  by  department  officials.  The  90  per- 
cent figure  was  established  based  upon  statewide  occupancy  studies 
conducted  in  fiscal  year  1980-81  and  from  publications  such  as  the 
State  Health  Plan  which  assume  the  90  percent  to  be  a  reasonable 
and  desirable  occupancy   rate. 

The  other  component  which  affects  overall  reimbursement  is 
the  inflation  factor.  When  the  prospective  system  of  reimburse- 
ment was  implemented,  both  the  operating  and  property  rate 
formulas  included  inflation  factors.  The  initial  operating  rate 
annual  inflation  factor  was  9  percent  and  the  property  rate  infla- 
tion factor  was  6  percent.  The  reason  for  the  difference  in  infla- 
tion factors,  according  to  a  department  official,  was  that  inflation 
on  building  construction  was  less  than  general  inflation  figures. 
As  a  result  of  changing  economic  conditions,  department  officials 
attempted  to  reduce  the  operating  rate  inflation  factor;  however,  a 
lawsuit  by  several  providers  blocked  the  reduction.  The  following 
section  on  modifications  to  the  prospective  reimbursement  system 
will  explain   the  current  inflation   rate  status. 

PROSPECTIVE   REIMBURSEMENT   SYSTEM  MODIFICATIONS 

Since  development  and  initiation  of  the  prospective  system  in 
July  of  1982,  the  three-year  phase-in  period  has  been  completed 
and  a   number  of  changes  to  the  system  have  occurred. 
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The  earliest  rtnci  most  significant  development  was  the  depart- 
ment's attempt  to  lower  the  inflation  factor  used  in  developing 
facilities'  operating  rates.  Several  providers  filed  a  lawsuit 
challenging  department  officials'  authority  to  change  the  specified 
inflation  factor.  The  final  result  was  a  court-ordered  agreement 
whereby  the  inflation  factor  remained  at  1.1881  percent  for  fiscal 
year  1903-8'l  and  through  August  of  1981.  The  factor  then  changed 
to  1.155'l  for  the  remainder  of  fiscal  year  1984-85.  For  fiscal 
years  1985-86  and  1986-87  the  court-ordered  agreement  specified 
an  operation  rate  increase  which  would  yield  an  average  industry- 
wide increase  of  4  percent.  In  addition,  the  settlement  agreement 
specified  there  would  be  no  change  in  the  property  rate  inflation 
factor  from  July  1,  1983,  through  June  30,  1985.  Thereafter,  the 
property  rate  for  fiscal  years  1985-86  and  1986-87  would  be  in- 
creased  by  approximately   2.5   percent   for  each   fiscal   year. 

As  a  result,  department  officials  do  not  have  any  control  over 
the  inflation  factor  used  in  the  operating  and  property  rates  for 
fiscal  years  1983-84  through  1986-87.  Department  officials  have 
indicated  a  specific  inflation  factor  will  not  be  included  in  the 
fiscal  year  1987-88  rate  formula;  ratfier,  the  inflation  factor  may 
be  tied   to  some  generally  accepted   measure  of  inflation. 

Phase- In   Modifications 

To  avoid  dramatic  changes  in  the  providers'  reimbursement 
rates  when  department  officials  switched  from  retrospective  to 
prospective  reimbursement,  a  minimum  and  maximum  reimbursement 
level  was  established.  This  reimbursement  "band"  was  initially 
established  at  20  percent  flO  percent  above  and  10  percent  below 
the  calculated  statev>/ide  base  rate)  so  neither  high-cost  nor  low- 
cost  providers  obtained  substantially  different  reimbursement  rates 
than  they  had  received  in  the  past.  In  order  to  further  standard- 
ize facilities'  roimhursemeni  rates  after  the  phase  in  periocJ,  de- 
l>artnient  officials  reducofi  the  20  percent  reimbursement  band  to 
10   percent    for    fiscal    year    1985-86    and    to    5    percent    for    fiscal    year 
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1986-87.  As  a  result,  the  base  rate  minimum  and  maximum  reim- 
bursement limits  for  fiscal  year  1985-86  changed  from  $24.69  to 
$26.06  per  day  for  the  lower  limit  of  the  band  and  from  $J0.17  to 
$28.80  for  the  upper  limit.  An  average  cost  facility  or  a  facility 
constructed  after  June  30,  1982,  would  receive  $27.43  per  day  per 
patient   (the  calculated   statewide  base   rate). 

Part  of  the  compensation  provided  to  facilities  is  reimburse- 
ment for  the  actual  cost  of  the  facility.  Property  rates  were 
initially  determined  by  paying  a  flat  rate  which  was  then  adjusted 
based  upon  age  of  the  facility  and  type  of  building  construction 
(wood  frame  or  nonwood  frame).  Useful  life  and  depreciation 
schedules  were  determined  and  an  inflation  factor  established  to 
compute  the  per  diem  property  rate.  As  of  July  1,  1985,  calcula- 
tion of  the  property  rate  was  simplified.  Department  officials 
eliminated  the  useful  life  and  construction  factors  and  changed  the 
Administrative  Rules  so  facilities  received  the  higher  of  the  prop- 
erty rates  in  effect  on  June  30,  1982  or  June  30,  1985.  As  a 
result,  the  maximum  rate  for  a  new  facility  changed  from  $6.09  to 
$7.60  per  day   per  patient. 

REVIEW  OF  THE  PROSPECTIVE  REIMBURSEMENT  SYSTEM 

The  prospective  system  is  based  on  the  concept  providers 
should  manage  their  nursing  homes  in  an  efficient  and  economical 
manner.  The  system  is  composed  of  an  operating  and  property 
rate  which  are  developed  from  data  obtained  from  individual  facil- 
ities and  facilities  statewide.  The  data  has  been  transformed  by 
department  officials  into  mathematical  formulas  which  determine 
what  a  facility's  reimbursement  per  day  will  be.  Our  review  of  the 
reimbursement  system  involved  analysis  of  the  adequacy  and  accu- 
racy of  formula  components. 

Operating   Rate 

The  following  is  a  mathematical  description  of  the  operating 
rate  in  effect  for  fiscal   year   1985-86. 
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A=Bx[(C■^.9)x(28.80+(54,62  7■^CD)))+E] 

A   =   Dollars   per   patient   day 

B   =  Area  wage    adjustment 

C  =   Inflation   factor 

D   =   366   days   x    the   number   of   licensed   beds    in  a    facility 

E  =   Patient    care   adjustment 

.9    =   Occupancy    level 

$28.80   =   Patient   day   cost   parameter 

$54,627   =   Fixed   cost   parameter 

As  shown,  the  operating  rate  consists  of  a  number  of  inde- 
pcnflent  components  which  in  turn  require  mathematical  calculations 
to  arrive  at  the  final  answer.  Several  of  these  components  contain 
factors  which  were  created  by  department  officials.  They  include 
the  area  wage  adjustment,  the  patient  day  cost  parameter,  fixed 
cost  parameter,  and  patient  assessment  score.  We  examined  each 
of  the  components  and  factors  to  determine  whether  they  adequate- 
ly and  accurately   reflect   what  department  officials   intended. 

Area   Wage  Adjustment 

Within  the  area  wage  adjustment  component,  department 
officials  use  a  numerical  factor  of  .71  to  signify  the  percentage  of 
a  facility's  total  operating  costs  spent  to  compensate  a  facility's 
employees.  In  other  words,  department  officials  determined  that 
71  percent  of  a  facility's  operating  costs  are  a  result  of  labor 
costs.  According  to  department  officials,  the  function  of  the 
factor  is  to  minimize  the  impact  of  the  area  wage  adjustment  compo- 
nent to  what  it  would  only  be  for  labor  costs,  rather  than  con- 
sidering all  operating  costs.  Our  review  of  the  factor  revealed 
two  problems.  First,  department  officials  could  not  provide  docu- 
mentation of  how  the  .71  was  initially  calculated.  Secondly,  when 
we  recalculated  the  percentage  of  operating  costs  attributable  to 
labor  for  fiscal  year  1982-83,  labor  costs  were  approximately 
10  percent  less  than  the  .71  used  by  department  officials  in  fiscal 
year  1981-8?.  The  changing  costs  of  labor  as  a  percentage  of 
total   o[)eratinq   costs    has   not   been   considered   on   a   periodic   basis. 
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Patient  Day  and   Fixed   Cost   Parameters 

The  patient  day  and  fixed  cost  parameter  components  repre- 
sent the  historical  portions  of  the  operating  rate.  The  patient  day 
cost  parameter  is  varied  depending  upon  the  operating  rate  the 
facility  received  in  1982.  As  previously  noted,  department  officials 
instituted  a  reimbursement  band  in  order  tn  avoid  dramatic  changes 
in  a  facility's  level  of  reimbursement  when  the  reiml)ursement 
system  was  changed  from  retrospective  to  prospective.  As  a 
result,  the  patient  day  cost  parameter  can  be  $26.06,  $27.^43,  or 
$28.80.  The  parameter,  according  to  department  officials,  repre- 
sents the  minimum  variable  cost  per  patient  per  day  for  a  facility 
to  provide  adequate  care  to  a   patient  as  of  June  30,    1982. 

During  our  review,  department  officials  could  not  provide 
adequate  documentation  concerning  how  the  patient  day  cost  para- 
meters were  initially  determined,  or  whether  the  figures  accurately 
portrayed  facility  costs  per  patient.  A  former  department  official 
attempted  to  re-create  the  patient  day  cost  parameter  in  May  of 
1983.  At  that  time  he  could  not  determine  the  origins  of  the 
$27.43  base  rate  figure,  and  he  also  believed  the  base  rate  figure 
(which  is  still  being  used)  should  have  been  at  least  60  cents  per 
day  less.  Currently,  it  is  not  possible  to  determitu;  from 
department  records  either  how  the  parameter  v,/as  created  or  what 
the  correct  figure(s)    should  be. 

The  fixed  cost  parameter  constitutes  the  second  historical 
factor  in  the  operating  rate.  Department  officials  stated  the 
numerical  component  of  $54,627  represents  the  minimum  dollar 
amount  a  facility  required  to  become  operational  on  June  30,  1982. 
The  fixed  operating  cost  figure  was  based  on  a  department-computed 
regression  analysis  which  used  prior  nursing  home  cost  reports. 
Our  review  of  department-provided  data  could  not  provide  ade- 
quate assurance  the  $54,627  accurately  represents  the  actual  fixed 
cost  of  operating  a  facility  as  of  June  30,  1982.  Also,  the  depart- 
ment's internal  examination  of  the  reimbursement  formula  could  not 
re-create  the  fixed  cost  figure.  The  department  official's  review 
of    the    department    calculations    indicated    the    fixed    cost    parameter 
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could  be  over  $61,000  in  one  case  and  as  little  as  $17,250  in 
another.  However,  the  official  was  not  able  to  find  supporting 
documentation    for  the  current  figure  used. 

Patient   Care  Adjustment 

The  patient  care  adjustment  component  contains  a  factor  which 
helps  establish  a  facility's  patient  assessment  score  (see  Chap- 
ter III  for  a  description  of  the  patient  assessment  system).  Within 
the  formula  for  determining  the  patient  assessment  score  there  is  a 
ratio  figure  (1.699)  which  converts  licensed  nursing  hours  to 
non-licensed  hours.  (Nonlicensed  hours  are  used  because  the 
majority  of  care  given  to  patients  is  by  nursing  aides  rather  than 
licensed  nurses).  The  purpose  of  the  ratio  is  to  provide  a  stan- 
dardized measure  of  the  total  number  of  nursing  hours  required 
for  the  patients  in  a  facility.  The  1.699  ratio  was  developed  in 
1982  from  a  facility  wage  survey.  The  ratio  has  not  been  updated 
since,  even  though  wages  have  changed.  In  addition,  a  depart- 
mental examination  of  how  the  patient  care  adjustment  factor  was 
created  revealed  the  initial  calculation  of  the  1.699  ratio  did  not 
consider  licensed  practical  nursing  wages,  only  the  wages  of 
registered  nurses  were  considered.  As  a  result,  the  ratio  may  not 
accurately   reflect  all   licensed   nursing    hours. 

Conclusion 

We  reviewed  the  formula  used  to  determine  the  Medicaid 
reimbursement  for  nursing  homes.  The  formula  is  made  up  of 
several  compotients  which  determine  how  much  comf^ensation  the 
nursing  homes  should  receive  per  patient,  per  day.  The  formula 
components  include  but  are  not  limited  to:  an  area  wage  adjust- 
ment, a  patient  day  cost  parameter,  a  fixed  cost  parameter,  and  a 
patient  care  adjustment.  The  information  derived  from  the  compo- 
nents in  the  formula  provide  the  basis  for  SRS  to  expend  over 
$50  million  (fiscal  year  198^-85)  on  nursing  homes  which  provide 
services  to  Medicaid   patients. 
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Durincj  our  review,  we  could  not  an.ilyze  the  ronson.ihlencss 
or  initial  accuracy  of  several  formula  components  because  the 
Medicaid  Bureau  does  not  have  any  formal  documentation  of  how 
the  components  were  created  and/or  initially  arrived  at.  For 
example,  the  patient  day  and  fixed  cost  parameters  constitute  a 
significant  portion  of  the  total  reimbursement  rate  a  nursing  home 
receives,  yet  department  personnel  could  provide  neither  a  satis- 
factory verbal  nor  written  explanation  of  how  the  parameters  were 
created  or  calculated.  In  addition,  our  examination  revealed 
numerical  figures  in  the  area  wage  adjustment  and  patient  care 
adjustment  components  (.71  and  1.699,  respectively)  may  no  longer 
be  accurate  base  figures  for  calculating  the  correct  adjustmcint  for 
the  two  components.  Also,  the  components  have  not  been  u|)dated 
since  their  development  in  1982,  even  though  there  has  been 
changes   in  employee  wages  and  benefits. 

The  undocumented  components  preclude  SPS  and  outside 
sources  from  reviewing  the  reimbursement  formula  for  reasonable- 
ness, accuracy,  and  timeliness.  As  a  result,  it  is  not  possible  to 
determine  whether  department  officials  are  using  the  correct  or 
most  up-to-date  base  figures  in  the  formula  or  whether  the  nurs- 
ing homes  are  receiving  the  intended  amount  of  reimbursement.  In 
addition,  the  lack  of  documentation  makes  it  difficult  for  depart- 
ment officials  to  justify  and/or  explain  the  reimbursement  formula 
to  either  new  employees  or  outside  sources.  Interviews  with 
department  officials  indicate  the  current  reimbursement  formula  was 
in  place  before  current  management  was  in  place  and  previous 
management  did   not  document  their  creation   of  the   formula. 

Since  department  officials  cannot  provide  formal  documentation 
of  how  the  reimbursement  formula  was  developed  and  calculated, 
we  recommend  all  components  in  the  formula  be  rebascd  and  recal- 
culated for  future  use.  Development  of  updated  components  should 
be  fully  documented  so  SRS,  nursing  homes,  and  outside  sources 
can  review  the  reasonableness  and  accuracy  of  the  base 
components.  In  addition,  all  the  formula  components  shoLild  be 
periodically  reviewed  and  updated  as  economic  and  other  conditions 
change. 
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RECOMMENDATION    #a 

WE    RECOMMEND    THE    DEPARTMENT     REVIEW    ALL    THE    COM- 
PONENTS   IN    THE    REIMBURSEMENT    FORMULA   AND: 

A.  REBASE    AND    RECALCULATE    ALL    COMPONENTS    IN    THE 
OPERATING    RATE    FOR    FUTURE   USE; 

B.  COMPLETELY      DOCUMENT       REIMBURSEMENT       FORMULA 
DEVELOPMENT   AND   CHANGES;    AND 

C.  PERIODICALLY    REVIEW   AND    UPDATE    FORMULA    COMPO- 
NENTS. 


Property   Rate 

The  second  portion  of  the  prospective  reimbursement  system 
is  the  property  rate.  This  is  reimbursement  for  costs  associated 
with  operating  and  maintaining  a  facility.  The  rate  is  historically 
based  on  the  age  and  type  of  facility.  The  following  is  a  narra- 
tive mathematical  description  of  the  property  rate  in  effect  for 
fiscal    year    1985-86. 

Property    Kate= 

(The  larger  of  the  interim  property  rate  in  effect  on  June  30, 
1982)  or  (the  forinula  property  rate  in  effect  on  June  30,  1985 
X    the    inflation    factor) 

Conclusion  -  Our  analysis  of  the  property  rate  determined  the 
initial  formulation  and  utilization  of  its  components  are  adequate  in 
terms  of  documentation  and  accuracy.  The  changes  made  for  fiscal 
year  1985-86  are  a  simplification  of  the  previous  property  rate 
format. 
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CHAPTER  V 
COST    REPORT    INFORMATION 

During  our  audit  we  examined  the  bureau  review  and  use  of 
cost  reports.  Our  objectives  were  to  determine  if  the  information 
on  the  cost  reports  is  used  and  how;  if  the  review  and  use  con- 
forms to  the  current  reimbursement  methodology;  and  whether  cost 
reports  are  needed.  We  reviewed  the  department's  use  of  an 
independent  accounting  firm  to  confirm  information  on  specific  cost 
reports,  and  the  timeliness  of  cost  reports  submitted  by  the  De- 
partment of   Institutions.      These  areas  are  discussed   below. 

REVIEW  OF   COST    REPORTS 

Each  year  all  long-term  care  providers  must  submit  a  detailed 
cost  report  to  the  Medicaid  Bureau.  Cost  reports  contain  such 
information  as:  1)  patient  census;  2)  revenue  received  from 
Medicare,  Medicaid,  and  private  pay;  3)  ancillary  revenues; 
U)  property  costs;  and  5)  cost  allocations  to  operation  of  plant, 
dietary,    nursing  administration,    office  administration   and  general. 

On  July  1,  1982,  the  method  of  reimbursement  to  long-term 
care  providers  changed  from  an  interim  rate  with  year-end  adjust- 
ments to  a  prospective  rate.  This  change  caused  bureau  staff  to 
focus  their  attention  on  different  aspects  of  cost  reports  submitted 
after  June  30,  1982.  Instead  of  using  the  reports  to  make  year- 
end  adjustments,  variances  in  specific  costs  between  years  are 
examined  and  costs  of  individual  facilities  are  compared  to  industry 
average  costs. 

Cost  reports  for  33  long-term  care  facilities  associated  with 
hospitals  arc  reviewed  by  Blue  Cross  of  Montana  in  Great  Falls 
instead  of  SRS.  These  providers  suL)mit  one  cost  report  to  SRS 
which  sends  it  to  F3lue  Cross  after  the  report  is  recorded  as 
received . 

A  fiscal  year  1984-85  agreement  with  Blue  Cross  states  the 
cost  report  review  will  take  into  consideration  the  different  em- 
phasis  SRS    is   placing   on   cost   reports.      Blue   Cross  will   continue  to 
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review  these  facilities'  cost  reports  as  long  as  Medicare  remains  on 
a  cost-based  system  for  nursing  homes.  Having  Blue  Cross  review 
the  cost  reports  avoids  duplication  of  SRS  and  Blue  Cross  both 
reviewing   reports  for  those  facilities  attached   to  hospitals. 

During  our  audit  we  examined  Blue  Cross  procedures  in 
reviewing  cost  reports  to  determine  whether  they  are  consistent 
with  SRS  procedures.  We  also  reviewed  for  the  adequacy  of  both 
procedures.  We  found  the  two  procedures  are  comparable  and  the 
same  areas  are  reviewed  or  audited.  Both  procedures  are  ade- 
quate for  verifying  and  analyzing  the  information  on  the  reports. 
Also,  Blue  Cross  reviews  or  audits  comply  with  contract  pro- 
visions. 

Conclusion  -  Although  cost  reports  are  no  longer  needed  to 
determine  reimbursement  to  facilities,  the  reports  supply  the 
bureau  with  management  information  useful  in  monitoring  costs  in 
long-term  care  facilities.  Variances  are  determined  and  significant 
changes  can  be  investigated  for  possible  problems.  As  of  Septem- 
ber  1985   no  variances  had  been   investigated. 

CONTRACT  WITH    INDEPENDENT   ACCOUNTING    FIRM 

Annually,  SRS  contracts  with  an  independent  accounting  firm 
to  review  a  select  number  of  cost  reports  from  facilities  not  associ- 
ated with  hospitals.  The  contract  issued  in  1985  changed  the 
emphasis  of  items  to  be  reviewed  since  the  cost  reports  audited  are 
under  the  new  rate  system.  Twenty-five  audits,  ten  full-scope 
and  fifteen  limited-scope,  are  scheduled  under  the  contract.  A 
full-scope  audit  of  the  provider  cost  report  includes  an  examination 
of  financial  transactions,  accounts,  and  reports,  including  an 
evaluation  of  compliance  with  applicable  Administration  Rules  of 
Montana.  A  limited-scope  audit  examines  the  staffing  reports  and 
a  selected  part  of  each  provider's  Medicaid  cost  report  and  related 
financial  records,  including  patient  census,  and  patient  trust 
areas. 

We  examined  this  area  to  determine  whether  the  work  to  be 
completed     under    the     1985     contract     is     consistent     with     the     new 
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emphasis  on  cost  reports.  We  also  wanted  to  know  if  SRS  person- 
nel review  the  workpapers  and  use  the  information  contained  in  the 
audits. 

Conclusion  -  The  request  for  proposal  for  the  1985  contract 
confirmed  SRS  is  having  the  firm  review  reports  for  the  same 
types  of  items  reviewed  by  bureau  staff.  An  examination  of  the 
workpapers  showed  tliat  bureau  staff  review  the  papers  and  submit 
their   findings   to   the   respective  facilities. 

DEPARTMENT    OF    INSTITUTIONS    REIMBURSEMENT 

During  our  audit,  the  Department  of  Institutions  (DofI)  had 
five  facilities  which  were  involved  in  the  Medicaid  program.  These 
were:  the  Montana  Developmental  Center  at  Boulder,  Eastmont 
Human  Services  Center,  Galen,  Warm  Springs,  and  the  Center  for 
the  Aged.  Due  to  differing  services  provided,  there  are  two 
classifications  for  the  institutions  -  two  are  classified  as  inter- 
mediate care  facilities  for  the  mentally  retarded  (Boulder  and 
Eastmont),  and  the  remaining  three  are  intermediate  care  facilities. 
Facilities  for  the  mentally  retarded  are  reimbursed  on  a  retrospec- 
tive basis,  with  adjustments  made  after  cost  reports  are  filed;  the 
other  facilities  are  reimbursed  using  the  same  formula  as  nursing 
homes. 

The  retrospective  method  is  similar  to  the  system  used  prior 
to  June  30,  1982.  The  rate  paid  is  based  on  historical  cost  data 
and  is  limited  to  an  annual  9  percent  increase.  The  fiscal  year 
1985-86  rate  was  increased  by  9  percent  in  all  three  ICF/MRs. 
Additional  costs  are  also  included  in  the  system  to  compensate  for 
the  special  core  and  services  needed  for  the  mentally  retarded. 
Historical  cost  data  is  obtained  from  the  annual  cost  reports  sub- 
mi  Hod    to   the  Medicaid    Bureau. 

We  reviewed  documentation  to  determine  whether  DofI  is 
submitting  cost  reports  and  monthly  claims  in  a  timely  manner.  If 
cost  reports  are  not  submitted  in  established  time  frames,  SRS  can 
assess  penalties.  DofI  can  offset  these  penalties  with  General 
Fund   money    (the   money   would   be   reimbursed   to  the   Fund   when   the 
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cost    reports    were    submitted).      The    General    Fund    is   also    impacted 
if  monthly  claims  are  not  submitted   in  a   timely  manner. 

Conclusion  -  During  our  audit  we  reviewed  the  timeliness  of 
submitting  cost  reports  and  monthly  bills,  and  the  cost  data  used 
to  establish  the  reimbursement  rate.  We  found  DofI  is  submitting 
cost  reports  in  a  timely  manner  so  SRS  is  not  required  to  assess 
any  penalties.  Because  reports  are  submitted  in  prescribed  time 
limits,  the  most  current  data  is  used  to  establish  the  reimburse- 
ment rate.  We  also  found  monthly  billings  are  occurring  in  a 
timely  manner,  and  because  of  the  flow  of  funds  between  SRS, 
DofI,  and  Federal  reimbursement,  there  is  no  impact  on  the  Gen- 
eral   Fund. 


41 


CHAPTER   VI 
CLAIMS   PROCESSING 

On  March  1,  1985,  the  firm  processing  claims  for  Medicaid 
payments  changed.  Prior  to  March,  claims  were  sent  to  Great 
Falls  for  entry  into  a  computer  system  located  in  Albuquerque, 
New  Mexico.  The  current  claims  processing  firm  enters  claims 
information  in  Helena  for  processing  in  a  computer  system  located 
in  Atlanta,    Georgia. 

During  our  audit  we  examined  general  controls  over  process- 
ing. General  controls  include:  1)  adequate  physical  environment 
(fire,  water,  and  power  protection;  temperature  and  humidity 
controls)  and  security  (distribution  of  keys  and  combinations); 
2)  access  to  computer  programs  and  data  files;  and  3)  computer 
systems  development  and  maintenance.  We  noted  no  significant 
general  control  problems  which  would  compromise  the  integrity  of 
the  Medicaid   claims   processing   system. 

Vi/e  also  examined  application  controls  for  long-term  care 
facilities  and  home  health  agencies.  Application  controls  include 
approval  of  providers  for  payment,  correct  input  of  reimbursement 
rates,  correct  calculation  of  payments,  ancJ  reviewing  edits  to 
ensure   they  arc   functioning   correctly. 

Visits  to  long-term  care  and  home  health  agency  providers 
indicated  there  are  problems  with  the  timeliness  of  claims  pro- 
cessing and  providers  do  not  know  why  claims  are  being  rejected. 
Since  these  are  areas  applicable  to  all  types  of  providers  we 
examined  these  problems  for  all   providers. 

Our  findings  are  discussed   in   the   following   sections. 

INPUT   CONTROLS 

We  reviewed    four   major   input  areas.      The   four  areas   included: 

1.  recipient  eligibility; 

2.  approval   of   providers; 

3.  whether    reimbursemenl    rates   are   correct;    and 
'I.        whether   information    is    input   correctly. 
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Recipient  Eligibility 

Only  people  eligible  for  Medicaid  are  to  have  services  paid  by 
Medicaid.  A  sample  of  200  people  that  had  received  services  paid 
by  Medicaid  since  March  1,  1985,  was  taken.  We  then  reviewed 
the  Montana  Income  Maintenance  System  (MIMS)  to  determine  whether 
the  people  were  eligible  for  Medicaid  on  the  date  the  service  was 
performed.  MIMS  is  a  computer  system  that  tracks,  among  other 
assistance  programs,   Medicaid  eligible   people. 

Conclusion  -  Our  review  showed  all  200  people  were  eligible 
for  Medicaid  the  day  the  service  was  provided.  We  can  conclude 
Medicaid  pays  for  services  for  only  those  people  who  are  Medicaid 
eligible. 

Approval   of  Long-Term   Care   Providers 

For  a  provider  to  be  reimbursed  by  Medicaid,  it  must  submit 
an  application  for  a  provider  number  to  the  claims  processing  firm. 
Before  the  application  is  approved  the  firm  contacts  the  Medicaid 
Bureau  to  confirm  SRS  has  the  proper  paperwork  (current  contract 
and  the  Department  of  Health  and  Environmental  Sciences  has 
completed  a  survey  and  licensed  the  provider).  If  all  the  paper- 
work is  present,  SRS  will  notify  the  claims  processing  firm  of  the 
proper  reimbursement  rate.  The  firm  then  sends  the  provider  a 
provider  number  and  puts  the  necessary  information  in  the  com- 
puter system.      This   process   is   repeated   annually. 

We  examined  procedures  to  determine  whether  the  process  is 
functioning  as  it  was  described   to  us. 

Conclusion  -  Our  review  indicated  the  necessary  paperwork  is 
at  the  claims  processing  firm  and  SRS.  Providers  arc  correctly 
approved   for   reimbursement. 

Correct   Reimbursement  Rates 

Long-term  care  facilities  and  home  health  agencies  are  reim- 
bursed at  an  established  rate.  As  described  previously,  long-term 
care   facilities    receive  a   specified   amount   per  Medicaid   patient   day. 
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Home  health  agencies  are  paid  a  specified  amount  per  type  of 
service.  Medical  supplies  provided  by  the  agencies  are  to  be 
reimbursed  at  100  percent  of  the  cost  to  the  agency.  The  rates 
ore  communicated  by  SRS  to  the  claims  processing  firm  which 
enters   them   into  the  computer  system. 

Our  review  showed  long-term  care  facilities  and  home  health 
agencies  rates  were  correctly  input  to  the  computer  system. 
There  were  problems  with  the  reimbursement  of  medical  supplies  to 
home  health  agencies.  The  rate  was  initially  set  at  a  percentage 
less  than  100  percent  of  cost.  In  August  1985,  the  department 
discovered  the  error  and  communicated  the  problem  to  the  claims 
processing  firm.  Correction  of  the  error  was  prioritized  with 
other  programming  requests.  In  February  1986  it  was  corrected. 
Any  money  not  received  by  home  health  agencies  in  the  eleven- 
month  period  since  March  1  will  be  reimbursed  to  them  at  the  end 
of  the  agencies'  fiscal  year  when  final  settlements  are  determined. 
The  error  was  not  a  higher  priority  and  corrected  earlier  because 
a  compensating  control  (the  year-end  settlement  process)  exists  for 
home  health   agencies. 

Conclusion  -  With  correction  of  the  error,  we  can  conclude 
the  long-term  care  facilities  and  home  health  agencies  rates  are 
correctly   input  to  the  computer  system. 

information    Input  Correctly 

As  claims  are  submitted  to  the  claims  processing  firm,  they 
are  key  entered  into  the  computer  system.  The  key  entry  opera- 
tors (examiners)  must  enter  the  information  on  the  claim.  The 
information  entered  is  not  key  verified  by  another  person  at  the 
time  of  entry.  A  number  of  edits  in  the  computer  system  will 
identify  some  errors  (numbers  are  where  numbers  should  be, 
recipients  are  eligible,    provider   numbers  are  valid,    etc.). 

Hach  week  a  sample  of  10  claims  entered  by  each  examiner  is 
reviewed  by  the  firm's  quality  control  personnel.  The  original 
claim  is  compared  to  the  information  in  the  computer  system.  Any 
key  entry  errors  are  noted  and  corrected. 
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A  sample  of  720  clairrib  were  examined  to  determine  if  the 
information  was  correctly  input.  We  found  seven  claims  (less  than 
1  percent)  had  an  error  made  by  the  claims  processing  firm.  Five 
of  the  errors  could  possibly  cause  an  incorrect  or  delay  of  pay- 
ment. One  of  the  five  will  cause  an  overpayment  of  $64  if  the 
error   is   not  caught. 

Conclusion  -  As  with  any  system  there  will  be  human  errors. 
The  number  of  such  errors  is  decreased  by  the  quality  control 
review  conducted  by  the  claims  processing  firm.  We  believe  con- 
trols are  adequate  to  provide  reasonable  assurance  information  is 
correctly   input, 

PROCESSING    CONTROLS 

Four  areas  of  processing  controls  were  reviewed.  These 
areas  were: 

1  .        calculation   of  payments  and   warrant  amounts; 

2.  a    determination    that    two    nursing    homes    are    not    billing 
Medicaid   for  the  same   person    for  the   same  day; 

3.  home    health    agency    limitation   edit   of   $400   per   month    per 
recipient;    and 

4.  accuracy  and   timeliness  of  management   reports. 

Calculation  of  Payments 

Long-term  care  facilities  are  paid  for  the  total  number  of  days 
Medicaid  residents  are  in  the  facility  for  each  month.  The  number 
of  days,  times  the  reimbursement  rate,  minus  the  personal  contri- 
butions, or  other  insurance,  is  the  total  reimbursed  to  the  facility. 
The  total  amount  of  the  claim  should  be  traceable  to  the  v/arrant 
sent  to  the  facility   for   that   month's   reimbursement. 

Conclusion  -  To  determine  whether  payments  are  correctly 
calculated,  we  recalculated  a  sample  of  payments  and  found  no 
problems.  The  computer  programming  was  correctly  calculating 
payments.  The  total  amount  of  the  claim  was  traced  to  the  war- 
rant register  with   no  problems  noted. 
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Double  Billing    for  Same   Person 

A  long-term  care  facility  can  bill  Medicaid  for  the  day  a 
person  enters  the  facility  but  not  for  the  day  discharged.  If  a 
person  transfers  from  one  facility  to  another  on  the  same  day, 
only  one   facility   is   supposed   to  bill  and   be  paid   for  the   person. 

If  a  person  transfers  from  a  long-term  care  facility  to  a 
hospital  as  an  in-patient,  both  could  potentially  submit  bills  for 
the  same  day.  In  this  case,  documentation  should  be  submitted  to 
SRS  by  the  long-term  care  facility  indicating  it  needs  to  hold  the 
beci   while  the  person    is   in    the   hospital. 

We  examined  n  sample  of  claims  to  ensure  a  control  was  in 
place  so  only  one  provider  was  being  paid  for  each  day,  or,  if  two 
were   paid,    required  documentation   was   present. 

Conclusion  -  We  exaniined  115  claims  and  found  24  cases 
where  a  person  transferred  from  one  long-term  care  facility  to 
another  or  to  a  hospital.  In  two  of  the  24  transfers,  both  long- 
tern  care  facilities  billed  and  were  paid  for  the  person  for  the 
same  day.  We  brought  this  to  the  attention  of  personnel  at  SRS 
and  the  claims  processing  firm.  They  rectified  the  problem  so 
only   the  admitting   facility   will   be   paid   for  the   person. 

No  concerns  were  noted  pertaining  to  people  transferring  to 
hospitals   from   long-term  care   facilities. 

Home   Health    Limitations 

Administrative  Rules  of  Montana  state  expenditures  for  home 
health  services  over  $400  per  recipient,  per  month,  must  be  prior 
authorized  by  SRS  officials.  If  the  authorization  is  not  present 
on,  or  with  the  claim,  the  claims  processing  firm  is  not  to  pay  the 
amount  billed.  An  edit  in  the  computer  system  is  supposed  to  flag 
the  claim.  The  claim  is  then  sent  to  SRS,  where  personnel  decide 
how  much  of  the  claim  should  be  paid  (the  full  amount,  just  $400, 
or  some  intermediate  amount).  The  claim  is  then  returned  to  the 
claims   processing   firm  and   the   indicated  amount   paid. 

We  found  the  edit  to  identify  home  health  agency  claims  for 
expenditures    over    $400    per     recifiient     per    month    was     not     in     the 
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computer  system  until  July  3,  1985,  four  months  after  the  firm 
started  processing  claims.  In  November  1985  we  found  that  even 
though  the  edit  was  in  place  it  was  not  functioning  properly.  A 
service  provided  by  the  agencies  was  not  included  in  the  edit.  As 
a  result,  $2,671  was  paid  to  home  health  agencies  between  July  3, 
1985,  and  November  12,  1985,  that  was  not  authorized  by  SRS. 
Claims  processing  personnel  did  not  realize  the  particular  proce- 
dure excluded   existed. 

RECOMMENDATION    #5 

WE  RECOMMEND  THE  DEPARTMENT  REVIEW  EDITS  IN  THE 
CLAIMS  PROCESSING  COMPUTER  SYSTEM  TO  ENSURE  THEY 
ARE  FUNCTIONING  PROPERLY  AND  ALL  PROCEDURES/SER- 
VICES ARE    INCLUDED. 


Management   Reports 

Management  reports  arc  to  be  received  by  SRS  from  the 
claims  processing  firm.  One  of  these  reports  will  be  used  to 
verify  patient  day  information  on  long-term  care  cost  reports,  and 
another  will  be  used  in  the  settlement  process  for  home  health 
agencies. 

At  the  time  of  our  audit  the  bureau  had  not  yet  received 
these  two  management  reports  so  we  could  not  determine  whether 
they  are  accurate  and  received  in  a  timely  manner.  The  reports 
are  still  being  developed  by  the  claims  processing  firms.  SRS 
personnel  have  reviewed  a  number  of  examples  of  the  reports  and 
have  not  yet  accepted  them  since  they  are  not  adequate  for  their 
needs.      No  payment  has  been   made  to  the  firm   for  the   reports. 

Conclusion  -  Management  information  at  this  time  is  limited. 
Some  processes  cannot  be  adequately   performed   by   SRS   personnel. 

PROVIDER   RELATIONS 

During  the  course  of  our  fieldwork  we  received  complaints 
from  providers  concerning  the  claims  processing  firm.  We  reviewed 
provider      relations      with      the      firm      to     determirie      the     types     of 
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complaints  and  whether  the  firm  was  addressing  them.  We  also 
looked  at  the  number  of  claims  denied  and  the  reasons  for  denial. 
The  following   sections  discuss  our  findings. 

Provider  Complaints 

The  two  most  frequent  complaints  we  received  concerned  the 
timeliness  of  processing  claims  and  lack  of  information  indicating 
why  claims  are  rejected.  We  found  correctly  completed  claims  are 
being  paid  in  a  timely  manner.  Once  the  claims  are  accepted  for 
microfilming  it  only  takes  about  two  weeks  for  the  claim  to  be 
processed  and  paid.  The  claims  processing  firm  does  not  maintain 
documentation  that  would  indicate  why  a  claim  would  not  be  accepted 
for  microfilming. 

We  also  found  the  claims  processing  firm  includes  a  statement 
of  remittance  to  each  provider  with  each  warrant  sent.  The 
statement  details  what  claims  were  paid;  what  claims  were  denied, 
the  amount  denied,  and  why  the  claim  was  denied;  and  claims  that 
are  pending  payment.  This  statement  of  remittance  indicates 
providers  are  being   informed  why  claims  are  denied. 

Conclusion  -  Our  review  indicated  claims  are  being  paid 
within  two  weeks  of  the  time  they  are  accepted  for  microfilming. 
This  appears  to  be  a   reasonable  time   period. 

Denied  claims  are  identified  on  a  statement  sent  to  providers. 
The  statement  explains  the  reason  for  denial  in  a  straight-forward 
manner . 

Number  of  Claims  and   Reasons   for  Denials 

We  also  looked  at  the  number  of  claims  denied  and  the  reasons 
for  denial  to  determine  if  a  large  number  are  being  denied.  We 
also  determined  whether  the  reasons  for  denial  are  the  fault  of  the 
provider  or  SRS. 

SRS  receives  monthly  reports  detailing  the  total  number  of 
claim-^  [:)rocessed,  paid,  and  denied.  We  reviewed  these  reports 
for    four    different    months.      The    following    table   details    the    number 
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of  claims    processed    and    the    number    denied    in   each   of  the   sampled 
months. 


CLAIMS  PROCESSED  AND  DENIED 


Month 

May  1985 
August  1985 
October  1985 
November  1985 


Number 
Processed 

76,153 
90,353 
76,734 
60,688 


Number 
Denied 

16,064 
20,126 
11,321 
10,782 


Percent 
Denied 

21.09 

22.27 
14.75 
17.77 


Source:   MARS  report 


Illustration  7 


SRS  also  receives  monthly  reports  that  list  for  each  provider 
the  number  of  claims  submitted,  the  number  paid,  the  number 
denied,  and  the  reasons  for  denials.  This  information  is  sum- 
marized by  the  types  of  providers  (nursing  homes,  drugs,  inpa- 
tient, outpatient  lab,  dental,  miscellaneous,  etc.).  The  ten  most 
common  reasons  for  denials,  and  the  number  of  times  that  reason 
occurred,    are  also  summarized   by   type  of  provider. 

The  reasons  for  denials  vary.  Some  can  be  attributed  to 
provider  error  and  some  to  SRS  for  not  updating  information. 
Illustration  8  details  the  types  of  denial  reasons  that  occurred  most 
frequently  and  the  percentage  of  times  the   reason  occurred. 
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MOST  COMMON  REASONS  FOR  DENIAL  OF  CLAIMS 


Percent  in  each  Month 


Reason 

Potential  duplicate 
claim 

Claim  more  than  180  days 
old  (provider  needs  to 
attach  specific  slip  to 
get  claim  processed) 

Provider  needs  to  include 
provider  number 

Provider  needs  to  Include 
recipient  number 

SRS  needs  to  complete 
necessary  paperwork  to 
get  person  on  eligibility 

file 

Provider  needs  to  bill 
recipient's  insurance 
company  prior  to  receiv- 
ing Medicaid  payments 

Prior  authorization 
required 

Recipient  not  eligible 
for  dates  of  service 

Type  of  service/proce- 
dure/drug code  not  on 
file 

Provider  not  eligible/ 
terminated  from  program 


May 
1985 


8.22 


6.90 


6.90 


0.00 


15.57 


7.90 


1.30 


8.60 


21.00 


6.26 


August 
1985 


14.11 


A.  50 


11.70 


6.40 


12.50 


8.77 


2.30 


7.11 


18.17 


2.67 


October 
1985 


16.35 


13.30 


0,00 


0.98 


20.60 


10.40 


1.90 


8.82 


9.00 


2.90 


November 
1985 


20.15 


12.50 


1.14 


1.60 


20.80 


9.80 


3.00 


9.29 


6.74 


2.60 


Source:   Compiled  by  the  Office  of  the  Legislative  Auditor  from  SRS 
records 

Illustration  8 
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The  list  represents  over  80  percent  of  the  reasons  for  denials 
in  each  month.  Each  of  the  remaining  categories  (there  were  over 
70  reasons  listed  in  the  four  months)  had  less  than  3  percetit  of 
the  errors  attributed   to  them. 

The  reports  are  a  valuable  source  of  management  information. 
They  can  be  used  to  pinpoint  the  types  of  problems  that  are 
occurring,  and  identify  providers  having  recurring  problems.  SRS 
is  presently  not  using  this  information  to  help  answer  provider 
complaints.  Officials  indicated  they  do  not  have  the  staff  time  to 
look  at  the  reports.  However,  we  found  time  would  be  minimal  to 
review   the   reports  and   identify  the   reasons   for  denials. 

RECOMMENDATION    #6 

WE    RECOMMEND   THE    DEPARTMENT: 

A.  USE    THE    DENIAL    REPORTS    TO    DETERMINE    WHY    PRO- 
VIDERS  ARE  MAKING   ERRORS    IN    CLAIMS;    AND 

B.  USE    THE    INFORMATION    TO    IMPROVE    PROVIDER    RELA- 
TIONS. 
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CHAPTER  VII 
PROCEDURES   FOR   ENSURING   QUALITY   OF  CARE 

The  Department  of  Social  and  Rehabilitation  Services  (SRS) 
enters  into  annual  contracts  with  the  Montana-Wyoming  Foundation 
for  Medical  Care  (Foundation).  The  contracts  state  the  Foundation 
is  to  provide  the  following  activities  for  skilled  nursing  facilities; 
intermediate  care  facilities;  institutions  for  mental  diseases;  and 
intermediate  care   facilities   for  the  mentally   retarded: 

1.  preadmission   screening; 

2.  continued   stay    reviews; 

3.  abstract   monitors;    and 

4.  inspections  of  care. 

We  determined  criteria  for  each  of  these  activities  and  re- 
viewed the  resulting  documentation.  A  description  of  each  func- 
tion and  our  conclusions  and  recommendations  are  discussed  in  the 
following    sections. 

PREADMISSION    SCREENING   OF    LONG-TERM   CARE   PATIENTS 

Prior  to  admission  to  a  long-term  care  facility,  a  Medicaid 
eligible  applicant  must  be  screened.  People  already  in  long-term 
care  facilities  applying  for  Medicaid  benefits  must  also  be  screened 
before  the  facility  can  receive  the  initial  Medicaid  payment.  The 
screening  team  consists  of  a  nurse  coordinator  from  the  Foundation 
and  a   long-term  care   specialist  employed   by   SRS. 

The  nurse  coordinator  reviews  the  applicant  to  determine  what 
type  of  care  is  needed;  whether  the  person  should  be  admitted  to 
a  long-term  care  facility  (and  at  what  level  of  care,  skilled,  inter- 
mediate, or  personal)  or  is  eligible  for  services  in  the  home  and 
community-based  (waiver)  program.  The  nurse  coordinator  uses 
the  patient  evaluation  abstract  form  discussed  in  Chapter  III  to 
determine  the  level  of  care  required.  To  be  eligible  for  long-term 
care  Medicaid  benefits,  a  person  must  require  skilled  or  intermedi- 
ate care. 
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There  is  no  specific  number  of  mnnagenient  minutes  required 
for  a  person  to  be  considered  appropriate  for  long-term  rare  sirice 
the  type  of  care  needed  and  alternatives  to  long-term  care  must  be 
considered.  For  example,  a  person  requiring  physical  therapy  may 
require  a  large  number  of  management  minutes  but  the  waiver 
program  is  in  the  area  so  a  person  may  not  need  to  enter  a  long- 
term  care  facility.  Another  person  may  not  require  as  many 
management  minutes,  but  because  other  alternatives  are  not  avail- 
able,   the  person   may  have  to  enter  a   long-term  care  facility. 

Long-term  care  specialists  use  a  geriatric  functional  rating 
scale  form  to  evaluate  the  applicant's  social  and  psychological 
functions.  The  specialists  score  the  person's  physical  condition 
(eyesight,  hearing,  mobility,  diet,  etc.);  mental  condition;  func- 
tional abilities;  support  from  the  community  (availability  and  acces- 
sibility of  facilities);  financial  situation,  etc.  Again,  there  is  no 
cutoff  score  to  determine  whether  an  applicant  should  enter  a 
long-term  care  facility  or  be  on  the  waiver  program.  If  the  re- 
sults of  the  two  forms  differ,  the  findings  from  the  abstract  form 
are  usually  weighted   heavier  in   the  final   decision. 

Not  all  counties  are  covered  by  long-term  care  specialists. 
Applicants  in  those  counties  not  covered  (23  total)  are  only 
screened  by  the  nurse  coordinator.  These  same  counties  also  are 
not  in  the  waiver  program  so  the  applicant  would  only  be  screened 
for  admission  into  a  long-term  care  facility  and  eligibility  for 
Medicaid  benefits. 

We  sampled  a  number  of  patients  in  long-term  care  facilities  to 
determine  whether  they  had  been  screened  prior  to  admission,  or 
prior  to  receiving  Medicaid  benefits  if  already  in  the  facility,  per 
requirements  in  the  Administrative  Rules  of  Montana.  We  also 
determined  whether  providers  receive  Medicaid  reimbursement  for  a 
patient  before  the  patient   is  screened. 

Twenty  of  our  sample  of  112  patients  had  entered  facilities 
since  February  1983  when  the  present  screening  system  (use  of 
both  forms)  started.  We  could  not  find  any  documentation  indicat- 
ing   these    20    had    been    screened.      Department    personnel    indicated 
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specific  documentation  requirements  for  people  entering  long-term 
c^^re  facilities  had  not  been  established  for  use  by  nurse  coordina- 
tors and  long-term  care  specialists  so  some  documentation  might 
not  be  available.  Procedures  detailed  in  the  1985-86  contract  with 
the  Foundation  require  better  documentation  of  screenings  and  its 
retention. 

In  reviewing  information  pertaining  to  payments  to  providers, 
we  found  an  edit  in  the  claims  processing  system  will  not  allow  a 
Medicaid  payment  to  be  made  to  a  facility  until  documentation  is 
sent  to  SRS  indicating  a  screening  took  place.  We  found  the  edit 
is   in   place  and   functioning. 

Conclusion  -  Long-term  care  applicants  or  residents  arc 
supposed  to  be  prescreened  prior  to  the  provider  receiving  Medicaid 
reimbursement  for  the  person.  During  our  review  we  could  not 
find  documentation  substantiating  some  screenings.  Requirements 
in  the  1985-8G  contract  with  the  Foundation  alleviate  our  concern 
pertaining  to  documentation  of  screenings.  An  edit  in  the  claims 
processing  system  ensures  Medicaid  payments  are  not  made  until 
the  applicant   is   screened   for  admission   to  the  Medicaid   program. 

CO^JTINUED   STAY    RFVIFWS 

After  admission  to  a  long-term  care  facility,  the  nurse  coordi- 
nator assigns  initial  and  subsequent  continued  stay  review  dates. 
During  the  review  the  nurse  coordinator  determines  whether  the 
level  of  care  the  patient  is  assigned  is  correct.  Review  dates 
assigned  depend  on  level  of  care  the  patient  is  receiving.  Skilled 
care  patients  must  be  reviewed  at  least  every  90  days  and  interme- 
diate care  patients  must  be  reviewed  at  least  every  six  months. 
The  review  dates  are  to  be  recorded  in  the  patient's  nursing 
record.  The  nurse  coordinator  is  also  supposed  to  maintain  a  log 
showing  dates  and  level  of  care  for  each  patient.  At  the  end  of 
the  month  an   updated   log   is   to  be  sent   to  the   Foundation. 

The  logs  maintained  in  the  long-term  care  facilities  were 
requested  so  we  could  determine  whether  residents  are  reviewed  in 
the   specified    time   periods.      We   found    the    logs    to   be   maintained    in 
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the  patient's  records  could  not  always  be  located.  This  was 
primarily  the  fault  of  the  facility  since  personnel  would  take  the 
sheet  out  of  the  record.  Nurse  coordinators  indicated  they  also 
have  problems  finding  the  logs.  We  also  found  the  logs  maintained 
by  the  nurse  coordinators  in  the  patient's  records  did  not  recon- 
cile to  the   logs   sent   to   the   Foundation. 

The  problems  with  the  logs  were  alleviated  with  a  new  proce- 
dure implemented  in  November  1985  by  the  Foundation.  During 
continued  stay  reviews  nurse  coordinators  are  now  filling  out  a 
three-part  copy  form.  The  original  copy  is  sent  to  the  Founda- 
tion, the  second  copy  maintained  in  the  patient's  medical  record, 
and  the  third   retained  by  the  coordinator. 

We  also  found  the  majority  of  reviews  are  not  completed  within 
the  time  limits  specified  in  the  contract  between  SRS  and  the 
Foundation.  Of  113  patients  sampled,  83  were  not  reviewed  within 
the  prescribed  time  limits.  Twenty-one  of  the  eighty-three  were 
reviewed  in  seven  months  instead  of  six  months.  We  could  not 
find  any  documentation  since  late  1983  or  early  1984  for  4?.  As 
noted  above,  this  last  problem  was  alleviated  with  the  new  docu- 
mentation   requirements. 

Conclusion  -  Although  the  reviews  are  not  always  timely, 
there  does  not  appear  to  be  any  adverse  effect.  All  the  records 
of  people  we  sampled  indicated  a  need  to  remain  in  a  long-term 
care  facility.  Bureau  personnel  indicated  federal  reviewers  have 
never  examined  continued  stay  reviews.  It  does  not  appear  any 
monetary  sanctions  would  be  imposed  because  federal  regulations 
are  not  being  followed  explicitly.  We  informed  Foundation 
management  of  our  findings  and  they  indicated  they  would  stress 
the  timing   of  the  reviews  to  the  nurse  coordinators. 

ABSTRACT  MONITORS 

As  discussed  in  Chapter  ill,  the  Foundation  reviews  a  sample 
of  each  long-term  care  facility's  patient  assessment  abstracts  tv;ice 
yearly.       The    reviews    are    done    to    determine    if   the    information    on 
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the  abstract  forms  sent  to  SRS  is  substantiated  by  documentation 
in  each  patient's  record.  if  supporting  documentation  is  not  in 
the  records  nurse  coordinators  will  make  changes  to  their  copy  of 
the  abstract  form  so  it  agrees  with  documentation  in  the  patient's 
record.  An  exit  interview  with  the  provider  is  conducted  at  the 
end  of  the  review.  During  this  interview  coordinators  explain  any 
changes  made  to  the  abstracts  and  why  they  made  the  changes. 
They  will  also  discuss  any  documentation  problems  in  the  medical 
records  they  noted.  The  patient  abstracts  reviewed  and  a  copy  of 
the  exit  interview  are  then  sent  to  SRS. 

We  reviewed  three  areas  pertaining  to  the  abstract  monitors: 
1)  the  timeliness  of  the  submission  of  the  monitored  abstracts  to 
SRS;  2)  whether  the  exit  interviews  were  useful;  and  3)  the 
accuracy  of  the  monitors,  i.e.,  whether  the  nurse  coordinators 
were  making  changes  that  conformed  to  actual  documentation  in  the 
patients'    records.      The  following   sections  discuss  our  findings. 

Timeliness  of  Submission 

The  contract  with  the  Foundation  states  the  monitors  will  be 
returned  to  the  department  by  the  20th  of  the  month  following 
accomplishment  of  the  monitoring  task.  Tfie  Foundation  requires 
the  nurse  coordinators  to  return  the  monitors  to  the  Foundation  by 
the  15th  of  the  month  following  the  monitoring.  The  extra  five 
days   is   used   by   Foundation   management  to   review   the  monitors. 

In  our  review  we  found  96  percent  of  the  monitors  sampled 
were  received  by  SRS  by  the  due  date  or  within  the  next  six 
days.  Foundation  personnel  indicated  they  are  the  cause  for  the 
delay,  and  not  the  nurse  coordinators,  since  they  review  the 
monitors  prior  to  sending  them  to  SRS.  They  indicated  they  will 
review  the  monitors  in  a  more  expedient  manner  to  ensure  the 
monitors   will    reach   SRS  at   the  designated   time. 

Conclusion  -  There  is  no  adverse  effect  to  SRS  or  the  long- 
tern  care  facilities  by  having  a  small  percentage  of  monitors  a 
little   late.      We   believe  there  are   no   problems   in   this  area. 
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Usefulness  of  Exit  Interviews 

Per  the  contract,  the  nurse  coordinator  is  to  conduct  and 
document  an  exit  interview  with  the  facility  at  the  completion  of 
the  monitor.  All  concerns/discrepancies  are  to  be  summarized 
according   to  guidelines   provided   by   SRS. 

Conclusion  -  Interviewing  nurse  coordinators  and  facility 
personnel  revealed  exit  interviews  are  useful.  Facility  personnel 
are  obtaining  better  understandings  of  what  is  required.  (We  did 
find  problems  concerning  documentation  of  the  interviews.  This  is 
discussed  on  page  61 . ) 

Accuracy  of  Monitors 

When  doing  the  monitors  nurse  coordinators  are  to  follow 
guidelines  supplied  by  SRS.  The  guidelines  cover  every  major 
area  on  the  abstract.  Each  facility  is  also  supplied  with  the 
guidelines.  SRS  held  a  meeting  with  facility  personnel  in  February 
1985  to  explain  changes  it  made  in  the  guidelines.  Nurse  coordi- 
nators were  informed  of  the  changes  in  a  separate  meeting.  If 
medical  record  information  does  not  support  the  patient  abstract 
form,  discrepancies  are  circled  and  correct  coding  noted,  and  a 
clarification    is   to   be  put  on   the  back  of  the   form. 

We  took  a  sample  of  monitored  abstracts,  and  with  facility 
personnel,  reviewed  medical  record  information  to  verify  the  nurse 
coordinator's  monitor.  Two  of  the  twelve  facilities  visited  appeared 
to  have  inappropriate  changes  made  by  the  nurse  coordinators. 
We  also  found  a  letter  at  SRS  from  a  facility  administrator  that 
stated  the  latest  review  did  not  appear  appropriate.  Foundation 
management  went  to  the  facility  to  review  the  documentation  and 
found  the  nurse  coordinators  had  made  a  number  of  inappropriate 
changes.  The  patient  assessment  score  increased  0.1  (approxi- 
mately 3  percent)  as  a  result  of  the  management  review.  The 
nurse  coordinators  were  to  be  retrained  by  the  Foundation.  The 
inappropriate  changes  we  noted  at  the  other  two  facilities  would 
not  have  changed  the  facility  patient  score  by  such  a  substantial 
amount. 
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A  quality  control  review  process  was  implemented  by  the 
Foundation  in  fiscal  year  1984-85  per  contract  requirements.  After 
each  set  of  monitored  abstracts  is  sent  to  the  Foundation,  a 
10  percent  sample  is  obtained.  The  sample  contains  abstracts  from 
50  percent  of  the  facilities  visited  during  that  period.  This  en- 
sures work  by  every  nurse  coordinator  is  reviewed  each  period, 
and  every  facility  is  reviewed  in  a  twelve  month  period.  Documen- 
tation for  the  sample  of  monitored  abstracts  is  requested  from  the 
facility.  Foundation  management  then  compares  the  documentation 
to  the  nurse  coordinator's  monitor.  If  problems  are  found  Founda- 
tion management  talks  to  the  nurse  coordinator.  If  necessary,  the 
coordinator  will  be  retrained.  The  results  of  the  quality  control 
review  are  sent  to  SRS.  Department  staff  indicated  they  review 
the  results  and  make  any  necessary  changes  to  the  facility's 
patient  assessment  score  determined  from  the  nurse  coordinator's 
monitor. 

Conclusion  -  The  facility  that  was  reviewed  by  Foundation 
management  had  not  yet  been  included  in  a  quality  control  review. 
Since  the  facility  was  not  included  we  do  not  know  if  the  review 
would  have  identified  the  problem.  If  other  problems  occur  and 
they  are  not  identified  during  the  quality  control  review,  the 
Foundation  and  department  should  examine  the  quality  control 
review   procedures  and   adjust   the   procedures  as   necessary. 

INSPECTIONS   OF   CARE 

Inspections  of  care  must  be  conducted  at  least  annually  in 
each  long-term  care  facility.  Inspections  of  care  are  periodic 
evaluations  of  the  care  and  services  provided  to  recipients  in  each 
facility.  Foundation  nurse  coordinators  observe  each  resident, 
determine  adequacy  of  care,  and  appropriateness  of  placement,  per 
federal  requirements.  The  coordinator  may  not  notify  the  facility 
of  the  inspection  more  than  48  hours  prior  to  her  visit  to  the 
facility. 

Inspection  of  care  guidelines  are  given  to  the  coordinators  to 
follow.       An     inspection    of    care    form    must    be    conipleted    for    each 
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patient  addressing  the  above  requirements.  The  coordinator  is  to 
conduct  an  exit  interview  after  the  inspection  has  been  done  witli 
the  provider  or  his/her  representative.  During  this  interview  the 
nurse  coordinator  will  discuss  any  problems  or  coticorns  noted. 
The  department  is  sent  a  copy  of  each  patient's  form  and  the  exit 
interview.  SRS  can  request  additional  inspections  or  follow-ups  if 
needed. 

During  our  audit  of  this  area,  we  reviewed  whether: 
11  nurse  coordinators  note  the  same  concerns  during  their 
inspections  of  care  as  Department  of  Health  and  Environmental 
Sciences  fDHESI  personnel  identify  during  their  annual  surveys; 
21  all  patients  are  reviewed  and  in  the  prescribed  time  limits;  and 
3)  inappropriate  placements  are  identified.  Our  findings  are  dis- 
cussed  in   the  following   sections. 

Identification  of  Concerns 

During  the  annual  survey  conducted  by  DUES  personnel,  a 
sample  of  residents  is  identified  in  each  facility.  The  people  are 
observed  and  medical  records  examined  to  determine  whether  care 
is  appropriate.  Foundation  nurse  coordinators,  on  the  other  hand, 
review  all  patients,  interview  at  least  10  percent  of  the  patients, 
and  also  review  medical  records.  When  nurse  coordinators  review 
for  adequacy  of  care  they  look  at  the  cleanliness  of  the  resident, 
his/her  physical  functioning,  nutritional  status,  drug  adminis- 
tration, use  of  physical  restraints,  skin  condition,  and  bowel/blad- 
der functions.  This  is  a  more  indepth  review  of  patients  than  that 
done  by   DHES. 

We  examined  the  two  reviews  to  determine  whether  the  same 
concerns  are  identified.  Possible  duplication  of  work  between  the 
two  departments   was  also  examined. 

Conclusion  -  We  found,  on  our  comparison  of  the  two  reviews, 
nurse  coordinators  are  not  always  identifying  the  same  problems 
noted  during  the  DHES  survey.  This  is  due  to  the  different 
emphasis   of  items   reviewed.      Also,    because   the   two   reviews   are   so 
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different    there    is    no    duplication.       We    have    no    concerns    in    this 
area. 

Number  of  Residents   Reviewed  and   Timeliness 

All  residents  are  to  be  reviewed  annually  per  federal  regu- 
lations. We  reviewed  documentation  for  a  statistical  sample  of 
residents  to  determine  if  the  residents  receive  an  inspection  of 
care  and  the  inspections  are  not  more  than  one  year  apart.  We 
did   not   find  any   significant   problems   in   either  area. 

Conclusion  -  We  conclude  all  residents  are  reviewed  during 
the  inspection  of  care  and  the  reviews  are  done  in  a  timely  man- 
ner. 

Placements 

During  the  inspections  of  care  nurse  coordinators  must  indi- 
cate whether  an  alternative  placement  for  residents  is  feasible. 
Also,  they  are  to  note  whether  alternative  placement  out  of  the 
facility  is  addressed  in  the  ciischarge-planning  summary  for  each 
resident  and  is  updated  quarterly.  On  the  form  to  be  completed 
for  each  resident,  the  nurse  coordinator  is  supposed  to  indicate 
whether  alternative  placement   is   feasible  and  why  or  why   not. 

We  took  a  statistical  sample  of  the  residents  in  thirty-three 
long-term  care  facilities  to  determine  whether  nurse  coordinators 
are  indicating  if  alternative  placement  is  appropriate  and  if  there 
is  any  follow-up  of  these  cases.  Nine  of  the  people  sampled 
(3.7  percent  of  the  sample)  showed  alternative  placement  could  be 
considered.  Seven  of  the  patients  could  have  functioned  outside 
the  facility  in  1982  or  1983  but  no  other  services  were  available  in 
the  respective  counties.  One  was  considered  inappropriate  and 
later  left  the  facility.  The  other  person  could  have  functioned 
outside  the  facility  but  family  members  did  not  want  him  dis- 
charged. 

We  also  examined  what  follow-up  is  conducted  by  SRS  of  those 
placements     that     appear     inappropriate.        We     found     the     case     is 
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reviewed    for    possible    placenient    into    the    waiver    program    if    that    is 
an   alternative  available   in   the  community. 

Conclusion  -  Overall  we  found  placement  appropriate  in  the 
majority  of  cases  and  for  those  few  that  were  considered  inappro- 
priate, the  person  did  not  have  any  alternatives  due  to  community 
resources.  SRS  follows  up  those  cases  that  are  considered  inap- 
propriate placement. 

Documentation   of  Exit  Conferences 

In  our  review  of  the  work  completed  by  nurse  coordinators, 
we  found  documentation  of  exit  conferences  is  not  always  adoqu.itc!. 
The  contract  with  the  Foundation  contains  an  attachment  that 
outlines  what  should  be  included  as  documentation  of  the  confer- 
ences. For  patient  abstract  monitor  exit  conferences  we  always 
found  documentation  but  some  did  not  meet  contract  criteria.  For 
inspections  of  care  exit  conferences,  we  found  43  out  of  71  confer- 
ences did  not  have  a  completed  form  as  required  by  the  depart- 
ment. Department  personnel  did  not  know  the  required  form  was 
not  submitted  because  they  did  not  have  time  to  review  the  docu- 
mentation. 

By  not  documenting  the  exit  conference,  there  is  no  verifica- 
tion the  conference  was  held.  Also,  facilities  have  complained  of 
the  lack  of  documentation.  Some  facilities  use  the  exit  conferences 
for  future  reference  to  identify  and  monitor  t>roblems  and  with 
nothing  (or  very  little)  documented,  they  have  no  tool  for  their 
use.  SRS  also  is  not  provided  with  a  convenient  summary  tliat 
would   indicate  possible  problems   in   the  facility. 

For  inspection  of  care  exit  conferences.  Foundation  personnel 
did  not  think  the  standard  exit  conference  form  was  needed. 
Department  personnel  say  the  form  is  to  be  used  for  documentation 
of  both  exit  conferences.  The  form  presently  used  by  the  Foun- 
dation to  document  inspection  of  care  exit  conference  does  not 
provide  facilities  with  the  information  that  is  to  be  included  in  the 
standard  form.  As  for  the  abstract  monitor  documentation,  the 
nurse  coordinators   have  not  documented   what   they   discussed. 
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V/hen  informed  of  our  finding,  bureau  personnel  indicated  the 
Foundation  was  made  aware  of  the  problem.  They  said  the  Foun- 
dation distributed  guidelines  to  each  nurse  coordinator  explaining 
what  documentation  is  required.  Also,  Foundation  management  is 
returning  incomplete  exit  interviews  to  nurse  coordinators  for 
completion.  Bureau  personnel  will  also  monitor  this  area  more 
closely. 

RECOMMENDATION  #7 

WE  RECOMMEND  THE  DEPARTMENT  REVIEW  THE  DOCUMEN- 
TATION FOR  ALL  EXIT  CONFERENCES  TO  ENSURE  DOCU- 
MENTATION IS  SUBMITTED  AND  ACCEPTABLE. 
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CHAPTER  VIII 
BUREAU   MANAGEMENT 

As  mentioned  in  Chapter  II,  the  Medicaid  Financing  Bureau 
administered  the  cost-based  programs  (long-term  care,  hospitals, 
and  home  health  services)  until  September  1985.  At  that  time  the 
bureau  combined  with  Medicaid  Services  Bureau  (responsible  for 
fee-based  services)  to  form  the  Medicaid  Bureau.  During  this 
audit  we  reviewed  the  administration  of  the  old  Medicaid  Financing 
Bureau.  The  following  sections  discuss  our  findings  and  recom- 
mendations. The  recommendations  are  still  applicable  to  those 
areas  of  the  Medicaid  Financing  Bureau  that  are  now  part  of  the 
Medicaid   Bureau. 

MANAGEMENT   CONTROLS 

During  our  audit  of  the  administration  of  the  Medicaid  Financ- 
ing Bureau  we  examined  the  adequacy  of  management  controls. 
These  controls  assure  proper  direction  and  attainment  of  program 
goals.  Management  controls  include  long  and  short-term  goals, 
objectives,  policies,  procedures,  and  methods  to  measure  the 
bureau's  performance.  We  found  there  were  no  goals  and  objec- 
tives,  or  policies  and   procedures. 

Coals  and  Objectives 

The  Medicaid  Financing  Bureau  has  not  adequately  documented 
its  intended  direction  or  provided  guidance  to  its  staff  through 
objectives  directed  to  achieve  long  and  short-term  goals.  It  also 
has  not  developed  standards  against  which  bureau  performance  can 
be  compared. 

For  programs  to  be  most  effective,  staff  administering  the 
programs  should  have  direction  as  to  what  programs  are  supposed 
to  do  and  through  what  means  tasks  will  be  accomplished.  Long 
and  short-term  goals  and  objectives  can  provide  the  needed  direc- 
tion   and    criteria    for    measuring    program    performance.       Once    they 
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are    established,     bureau    performance    should    be    periodictilly    mea- 
sured   to   ensure   the   goals   and   objectives   are   met. 

Policies  and    Procedures 

Although  present  statutes  and  rules  provide  the  Medicaid 
Financing  Bureau  with  guidance  in  some  areas,  there  is  still  a 
need  for  formal  policies  and  procedures  for  such  areas  as  rate 
setting  procedures,  handling  of  identified  provider  problem  areas, 
and  prior  authorization  procedures  for  certain  services.  Specific 
policies  and  procedures  would  provide  more  assurance  duties  will 
be  performed  properly  and  on  a  consistent  basis. 

During  our  audit  we  found  a  number  of  examples  where  formal 
policies  and   procedures   would   have   helped   bureau   staff: 

1.  three  bureau  staff  members  did  not  know  who  to  transfer 
a  call  to  for  a  request  for  prior  authorization  for  hospi- 
tal  care; 

2.  confusion  existed  as  to  what  dates  are  used  for  comple- 
tion dates   related   to  cost   reports; 

3.  letters  to  providers  regarding  areas  of  concern  are  not 
always  sent  out;   and 

4.  bureau  staff  must  direct  all  questions  pertaining  to  the 
establishment  of  the  yearly  reimbursement  rate  of  long- 
term  care  facilities  to  the  bureau  chief  since  he  is  the 
only   person   that   knov/s  all   the  details  of  the  formula. 

Since  our  audit,  two  other  bureau  employees  have  learned  the 
reimbursement  system  process.  Formal  policies  and  procedures 
would  aid  these  employees,  and  others,  in  performing  specific 
tasks,  such  as  the  reimbursement  system,  and  would  be  a  valuable 
tool  for  training  new  employees.  Written  policies  and  procedures 
would  also  be  useful  in  cases  where  the  only  employee  responsible 
for  a  given   area   is  absent  or   has   terminated  employment. 

Conclusion 

A  bureau  can  be  more  effective  when  personnel  have  adequate 
direction.       Procedures    are    more    effective    when    directed    towards 
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program  goals.  To  assure  proper  direction  and  attainment  of 
program  goals,  good  management  controls  should  be  established. 
Without  these  controls  there  cannot  be  a  comparison  of  program 
results  with  program  goals  and  plans  to  ensure  activities  of  per- 
sonnel are  being  directed  properly,  and  the  bureau  is  going  in  a 
desirable  direction.  Currently  there  is  no  way  to  measure  bureau 
performance. 

The  administrator  of  the  Economic  Assistance  Division  has 
concurred  with  our  observations  regarding  the  establishment  of 
goals  and  objectives.  The  division  has  begun  the  adoption  of 
formal  goals  and  objectives.  When  they  are  completed,  bureau 
goals  and  objectives  will  be  adopted.  The  administrator  also 
agreed  with  our  recommendation  concerning  policies  and  proce- 
dures. These  items  will  be  completed  as  staff  resources  are 
available. 

RECOMMENDATION    #8 

WE    RECOMMEND    THE   MEDICAID    BUREAU    PLACE  A    PRIORITY 

ON: 

A.  ESTABLISHING     LONG     AND     SHORT-TERM     GOALS     AND 
OBJECTIVES; 

B.  ESTABLISHING      FORMAL     POLICIES     AND      PROCEDURES 
FOR    THE    PROGRAMS    IT   OPERATES;    AND 

C.  PERIODICALLY    MEASURING    BUREAU    PERFORMANCE    TO 
ENSURE   GOALS   AND   OBJECTIVES   ARE   BEING   MET. 

MONITORING    CONTRACTS 

As  part  of  the  management  of  the  Medicaid  Financing  Bureau 
we  looked  at  the  contracts  it  enters  into  and  monitoring  of  the 
contracts.  As  mentioned  previously,  the  bureau  annually  enters 
into  four  contracts:  one  with  an  independent  accounting  firm  to 
conduct  on-site  audits  of  specific  long-term  care  facilities;  a 
contract  with  Blue  Cross  of  Montana  to  obtain  cost  information 
pertaining    to    home    health    agencies,    hospitals,    and    nursing    homes 
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associated  with  Inospitals;  and  one  contract  with  the  Montana- 
Wyoming  Foundation  for  Medical  Care  for  preadmission  screenings 
and  another  for  utilization  reviews  in  long-term  care  facilities. 
The  bureau  does  not  contract  for  the  processing  of  claims;  the 
department  is   responsible  for  that  contract. 

We  found  the  contracts  with  the  independent  accounting  firm 
and  Blue  Cross  are  adequately  monitored  to  ensure  work  is  com- 
pleted to  the  satisfaction  of  the  bureau  and  submitted  in  estab- 
lished time  frames.  Problems  were  noted  with  the  monitoring  of 
the  Foundation  contract  for  utilization  reviews  in  long-term  care 
facilities.      Our  concerns  and   recommendation   are  discussed   below. 

Monitoring  of  Foundation   Contract   for   Long-Term  Care  Utilization 

During  our  audit  we  found:  a)  items  specified  in  the  Founda- 
tion contract  for  long-term  care  utilization  review  were  not  re- 
ceived on  time  (continued  stay  reviews  and  patient  abstract  moni- 
tors) and  the  SRS  staff  person  handling  the  contract  did  not  know 
it;  b)  one  contract  provision  was  not  being  met  (documentation  of 
exit  conferences,  discussed  on  page  61);  and  c)  some  information 
submitted  by  the  Foundation  per  contract  provisions  was  not 
reviewed  (quality  control  results)  by  the  SRS  staff  person  directly 
responsible  for  the  contract.  We  also  found  the  Foundation  is  not 
completing  some  contract  provisions  (continued  stay  reviews)  in  a 
timely  manner  so  it  is  not  in  compliance  with  the  contract,  and  as 
a  result,  SRS  is  not  in  compliance  with  federal  regulations.  SRS 
personnel  were  not  aware  of  the  timeliness  problem. 

By  not  monitoring  the  contract,  SRS  does  not  know  if 
contract  provisions  are  being  met  or  if  services  specified  in  the 
contracts  are  being  provided.  The  person  responsible  for 
monitoring  the  contract  indicated  nothing  had  been  done  pertaining 
to  monitoring   for  a   number  of  months   because   there  was   no   time. 

Contracts  entered  into  by  the  department  should  be  monitored 
regularly    to    ensure    contract    provisions    are    being    met.      Another 
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person    was    hired    to    assist    the    person    responsible    for    monitoring 
the  contract  so  it  appears  more  time   is  now  available. 

In    response   to  our   concern,    department   personnel    indicated  a 
monitoring   plan    is  currently   being   developed. 

RECOMMENDATION    #9 

WE  RECOMMEND  THE  MEDICAID  BUREAU  ACTIVELY  MONI- 
TOR THE  CONTRACT  WITH  THE  MONTANA-WYOMING  FOUN- 
DATION FOR  MEDICAL  CARE  FOR  UTILIZATION  REVIEWS  OF 
LONG-TERM   CARE   FACILITIES. 


LEVEL   OF   CARE   MANUAL 

As  described  in  Chapter  VII.  the  Montana-Wyoming  Foundation 
for  Medical  Care  (Foundation)  is  contracted  by  SRS  to  conduct 
inspections  of  care,  continued  stay  reviews,  abstract  monitors,  and 
prescreenings.  These  reviews  determine  each  patient's  level  of 
care  (skilled,  intermediate,  or  personal)  and  whether  the  person 
should  be  admitted  to,  or  remain  in,  long-term  care  facilities.  In 
January  1985,  SRS  started  writing  a  manual  for  nurse  coordinators 
to  use  that  defines  the  criteria  to  be  used  to  determine  the  differ- 
ent levels  of  care.  In  December  the  manual  still  had  not  been 
written  and  currently  Foundation  staff  are  using  different  criteria 
for  prescreenings  and  the  other  reviews.  Also,  if  SRS  can  obtain 
agreement  concerning  material  in  the  manual  with  Medicare  offi- 
cials, some  payments  for  skilled  days  currently  made  by  Medicaid 
might   be   paid   by  Medicare. 

To  use  different  criteria  for  prescreenings  and  the  other 
reviews  creates  inconsistencies.  Facilities  can  have  people  admit- 
ted under  one  set  of  criteria  and  evaluated  as  to  whether  the 
people  should  stay  under  another  set.  This  situation  is  inequita- 
ble to  the  facilities  and  residents.  A  manual  should  be  established 
so  the  same  criteria   is  used   for  all   the   reviews. 

We  informed  department  personnel  of  our  concern  during  the 
audit.       They     replied     they     plan     to     review    and     standardize    the 
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screening    and    review    systoi.i.      The   project   will    be   itccomplishecl    as 
resources  become  available. 

RECOMMENDATION   #10 

WE  RECOMMEND  THE  MEDICAID  BUREAU  PRIORITIZE  STAFF 
TIME  SO  A  MANUAL  DEFINING  CRITERIA  FOR  LEVEL  OF 
CARE    IS   DEVELOPED. 


PERSONNEL   MANAGEMENT 

We  also  examined  personnel  management  within  the  bureau. 
This  included:  1)  staff  training;  2)  evaluations;  3)  employee  job 
descriptions;  and  M)  reporting  responsibilities  of  bureau  staff.  We 
found  few  problems  in  these  areas.  The  following  sections  discuss 
our   reviews. 

Training 

To  ensure  adequate  training  for  employees,  a  formal  training 
program  should  be  established.  A  formal  plan  specifying  needed 
training,  or  when  it  would  be  provided,  has  not  been  developed 
for  the  employees  of  the  Medicaid  Bureau.  A  review  of  personnel 
records  revealed  bureau  employees  receive  little  training.  Without 
adequate  training  employees  could  be  performing  their  functions 
inefficiently  or  without  enough  knowledge  to  adequately  do  their 
job. 

Bureau  officials  indicated  training  has  been  restricted  because 
of  a  limited  budget.  A  formal  plan  would  provide  additional  sup- 
port for  more  funding. 

RECOMMENDATION   #11 


WE  RECOMMEND  THE  MEDICAID  BUREAU  DEVELOP  A  FOR- 
MAL PLAN  TO  IDENTIFY  EMPLOYEE  TRAINING  NEEDS  AND 
PROVIDE   NECESSARY   TRAINING. 
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Employee   Evaluations 

The  employee  evaluation  process  involves  a  preevaluation 
meeting  to  determine  expectations,  goals,  and  objectives  of  the 
employee  for  the  upcoming  six  months  or  year.  A  formal  eval- 
uation takes  place  after  the  first  six  months  of  employment  to 
determine  whether  items  discussed  in  the  preevaluation  were  met. 
After  the  six-month  evaluation,   annual  evaluations  are  conducted. 

Conclusion  -  We  reviewed  the  preevaluation  and  evaluation 
processes  for  timeliness  and  benefit  to  the  employees.  We  found 
the  evaluations  are  conducted  in  a  timely  manner.  Bureau  employ- 
ees indicated  the  evaluations  are  fair  and  help  them  in  the  perfor- 
mance of  their  jobs. 

Employee   Functions 

Job  descriptions  are  imperative  to  good  personnel  manage- 
ment. Updated  job  descriptions  provide  direction  to  personnel, 
establish  some  criteria  for  performance  evaluations,  and  add  formal 
support   for   staffing    levels. 

Conclusion  -  In  May  1985  we  compared  Medicaid  Financing 
Bureau  personnel  job  descriptions  with  actual  duties  performed. 
At  that  time,  we  found  each  employee's  formal  description  outlined 
the  actual   functions  of  bureau   staff. 

Since  our  review  of  this  area  some  bureau  personnel  functions 
have  changed  and  new  policies  have  been  implemented.  Prior  job 
descriptions  agreed  with  the  functions  performed.  With  reorga- 
nization, bureau  management  should  ensure  new  job  descriptions 
are  written  to  conform  with  any  changes  in  individual  responsibil- 
ities. 

Reporting   Responsibilities 

The  last  area  of  personnel  management  we  reviewed  was  the 
reporting  responsibilities  of  individual  employees  to  determine 
whether  spans  of  control  are  adequate.  Prior  to  reorganization, 
we    found    most    bureau    employees    reported    directly    to    the    bureau 
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chief.  At  that  time  it  dia  not  create  any  problems  due  to  the 
limited  number  of  employees  in  the  bureau.  After  reorganization 
unit  supervisor  positions  were  created  witfi  limited  numbers  of 
employees  reporting  to  each  supervisor.  The  supervisors  re|)ort 
to  the  bureau   chief. 

Conclusion  -  The  Medicaid  Bureau  has  30  positions  allocated 
to  it,  including  eight  long-term  care  specialists  located  in  various 
cities  in  the  state.  The  bureau  chief  has  five  staff  reporting 
directly   to  him.      This  span  of  control  appears  to  be  adequate. 
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CHAPTER    IX 
CONCLUSION 

The  Medicaid  long-term  care  program  is  a  $50  million  program. 
A  program  of  this  magnitude  should  be  actively  administered  and 
monitored.  We  found  a  number  of  areas  where  the  bureau  is 
adequately  administering  the  program  but  we  also  noted  some  major 
deficiencies.      These   include: 

1  .  a  method  of  evaluating  patient  assessment  scores  affect- 
ing providers  rate  of  reimbursement  that  does  not  follow 
established   criteria; 

2.  documentation  supporting  the  methodology  of  the  current 
reimbursement   system   is   not  available; 

3.  review  of  management  information  that  could  help  in 
identifying  providers  having  problems  with  submitting 
correct  claims   is   lacking;    and 

4.  monitoring   of  the   long-term  care  contract  with   the  Montana- 
Wyoming   Foundation   for  Medical   Care  is   inadequate. 

Implementing  the  recommendations  made  in  this  report  would  help 
the  program  run  more  efficiently  and  effectively.  Other  areas  in 
which  we  made  recommendations  include:  1)  reconciling  patient 
identification  numbers  to  Medicaid  numbers;  2)  ceasing  the  require- 
ment of  intermediate  care  facilities  for  the  mentally  retarded  to 
submit  patient  abstract  forms;  3)  reviewing  edits  in  the  claims 
processing  computer  system;  and  4)  reviewing  documentation  for 
exit  conferences. 

Deficiencies  in  the  administration  of  the  Medicaid  Bureau  were 
also  noted.  Establishing  goals  and  objectives,  policies,  and  proce- 
dures would  provide  needed  consistency  and  guidance  to  bureau 
staff. 

As  noted  above,  the  bureau  is  doing  an  adequate  job  in  a 
number  of  areas.      These   include: 

1.  review  and  use  of  staffing  reports,  cost  reports,  and 
information   from  the   independent  accounting    firm; 
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2.  approval   of  proviciors   for   reimbursomeiil; 

3.  monitoring    contracts    with    Blue    Cross    and    the    indepen- 
dent accounting   firm;   and 

4.  bureau   personnel   matters    (evaluations,    reporting    respon- 
sibilities) . 
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AGENCY    RESPONSE 


DEPARTMENT  OF 
SOCIAL  AND  REHABILITATION  SERVICES 


TtDSCHWINDEN  GOVtRNOR 


PO  BOX  4210 


STATE  OF  MONTANA' 


April   7,   1986 


HELENA.  MONTANA  59604 


Jim  Pellegrini 

Deputy  Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MI  59620 

Dear  Jim, 


RFOFIVFD 

APR  9    1986 

MONTANA  LEGISLATIVE  AUDITOR 


This  letter  is  intended  to  respond  to  your  recommendations  resulting  from  the 
audit  of  the  Medicaid  Long-Term  Care  Program.  These  recommendations  were  con- 
tained in  your  draft  report  85P-12. 

I  would  like  to  offer  the  following  in  response  to  your  comments: 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  RUN  A  PERIODIC  COMPUTER  MATCH  BETWEEN  MIMS  AND  THE  PATIENT  ASSESSMENT 
SYSTEM;  AND 

B.  USING  THE  INFORMATION  GENERATED,  REQUIRE  LONG-TERM  CARE  FACILITIES  TO 
CORRECT  ANY  INCORRECT  PATIENT  RECORD  NUMBERS  ON  THE  PATIENT  ABSTRACT 
FORMS. 

RESPONSE: 

Concur.  The  department  will  request  the  programming  used  by  the  Auditor  to 
run  the  cross  check.  Upon  receiving  the  programming,  we  will  reconcile  the 
differences  between  the  MIMS  and  patient  assessment.  If  upon  analysis  the 
"non-eligibility"  related  discrepancy  appears  to  be  material,  we  will  take 
steps  to  correct  the  pertinent  system.  In  this  case,  the  reconciliation  will 
be  repeated  periodically  as  considered  appropriate. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  EVALUATE  SAMPLING  RESULTS  TO  DETERMINE  WHETHER  CRITERIA  ARE  MET;  AND 

B.  ELIMINATE  THE  ADJUSTMENT  PROCEDURE. 
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RESPONSE: 

A.  Concur.   The  department  has  developed  new  evaluation  criteria  of  the 
sampling  results.  These  include  criteria  testing  and  expanded  sampling. 

B.  Concur.  The  adjusting  process  has  been  eliminated. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  DEPARTMENT: 

A,  STOP  REQUIRING  INTERMEDIATE  CARE  FACILITIES  FOR  THE  MENTALLY  RETARDED  TO 
SUBMIT  MONTHLY  PATIENT  ABSTRACTS;  AND 

B.  NO  LONGER  REQUIRE  FOUNDATION  REVIEWS  OF  THE  ABSTRACTS. 
RESPONSE: 

Concur.  The  department  has  instituted  this  recommendation. 

RECOMMENDATION  #4 

WE  RECOMMEND  THE  DEPARTMENT  REVIEW  ALL  THE  COMPONENTS  IN  THE  REIMBURSEMENT 
FORMULA  AND: 

A.  REBASE  AND  RECALCULATE  ALL  COMPONENTS  IN  THE  OPERATING  RATE  FOR  FUTURE 
USE; 

B.  COMPLETELY  DOCUMENT  REIMBURSEMENT  FORMULA  DEVELOPMENT  AND  CHANGES;  AND 

C.  PERIODICALLY  REVIEW  AND  UPDATE  FORMULA  COMPONENTS. 
RESPONSE: 

A.  Partial  concurrence.   The  department  will  evaluate  and  consider  rehasinq 
the  operating  rate  in  the  future. 

B.  Partial  concurrence.  The  department  will  completely  document  development 
and  changes  should  they  occur. 

C.  Concur.  The  department  has  begun  the  process  to  evaluate  and  update  for- 
mula components. 

RECOMMENDATION  #5 

WE  RECOMMEND  THE  DEPARTMENT  REVIEW  EDITS  IN  THE  CLAIMS  PROCESSING  COMPUTER 
SYSTEM  TO  ENSURE  THEY  ARE  FUNCTIONING  PROPERLY  AND  ALL  PROCEDURES/SERVICES  ARE 
INCLUDED. 
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RESPONSE: 

Concur.  The  department  will  review  system  edits  to  ensure  proper  functioning. 

RECOMMENDATION  #6 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  USE  THE  DENIAL  REPORTS  TO  DETERMINE  WHY  PROVIDERS  ARE  MAKING  ERRORS  IN 
CLAIMS;  AND 

B.  USE  THE  INFORMATION  TO  IMPROVE  PROVIDER  RELATIONS. 

RESPONSE: 

Concur.  The  department  evaluates  denials  and  their  reasons.  We  will  continue 
to  work  with  providers  and/or  the  system  to  eliminate  unnecessary  claims 
denials. 

RECOMMENDATION  #1 


WE  RECOMMEND  THE  DEPARTMENT  REVIEW  THE  DOCUMENTATION  FOR  ALL  EXIT  CONFERENCES 
TO  ENSURE  DOCUMENTATION  IS  SUBMITTED  AND  ACCEPTABLE. 

RESPONSE: 

Concur.  The  department  has  requested  additional  staff  resources  in  this  area. 
Should  they  be  received,  we  feel  we  will  be  better  able  to  monitor  this  area. 


RECOMMENDATION  #8 

WE  RECOMMEND  THE  MEDICAID  BUREAU  PLACE  A  PRIORITY  ON: 

A.  ESTABLISHING  LONG  AND  SHORT-TERM  GOALS  AND  OBJECTIVES; 

B.  ESTABLISHING  FORMAL  POLICIES  AND  PROCEDURES  FOR  THE  PROGRAMS  IT  OPERATES; 
AND 

C.  PERIODICALLY  MEASURING  BUREAU  PERFORMANCE  TO  ENSURE  GOALS  AND  OBJECTIVES 
ARE  BEING  MET. 

RESPONSE: 

Concur.  The  Bureau  has  begun  work  on  developing  formal  policies  and  proce- 
dures to  accomplish  goals  and  objectives.  Once  established,  bureau  perfor- 
mance will  be  periodically  reviewed  according  to  goals  and  objectives. 
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RECOMMENDATION  #9 

WE  RECOMMEND  THE  MEDICAID  BUREAU  ACTIVELY  MONITOR  THE  CONTRACT  WITH  THE 
MONTANA-WYOMING  FOUNDATION  FOR  MEDICAL  CARE  FOR  UTILIZATION  REVIEWS  OF 
LONG-TERM  CARE  FACILITIES. 

RESPONSE: 


Concur.  The  department  has  requested  additional  staff  resources  in  the 
utilization  control  area.  Should  these  resources  be  granted,  additional  staff 
time  will  be  devoted  to  contract  monitoring. 


RECOMMENDATION  #10 


WE  RECOMMEND  THE  MEDICAID  BUREAU  PRIORITIZE  STAFF  TIME  SO  A  MANUAL  OFFINING 
CRITERIA  FOR  LEVEL  OF  CARE  IS  DEVELOPED. 

RESPONSE: 

Partial  concurrence.  The  Medicaid  bureau  will  evaluate  staff  priorities  in 
light  of  this  recommendation. 

RECOMMENDATION  #11 

WE  RECOMMEND  THE  MEDICAID  BUREAU  DEVELOP  A  FORMAL  PLAN  TO  IDENTIFY  EMPLOYEE 
TRAINING  NEEDS  AND  PROVIDE  NECESSARY  TRAINING. 

RESPONSE: 

Concur.  The  Bureau  has  contacted  division  training  staff  regarding  the  devel- 
opment of  a  training  plan  recognizing  the  uniqueness  of  the  tasks  and  staff 
required  as  well  as  existing  budget  limitations. 

I  would  like  to  thank  you  for  the  opportunity  to  respond  to  your  comments.  If 
you  have  any  questions,  please  feel  free  to  contact  me  or  John  Larson  at 
444-4540. 


Sincerely,       () 

Dave  Lewis 
Director 


,' 

^ 


JL/FB/037 

cc   Ben  Johns 
Lee  Tickell 
John  Larson 
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